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THE ASS| STANT SECRETARY OF THE NAVY
(Research, Devel opnent and Acqui sition)
WASH NGTQN, D. C. 20350- 1000

MEMORANDUM FOR ALL DEPARTMENT CF THE NAVY ACQU S| TI ON PERSONNEL

Subj :
JANUARY 1992 EDI TI ON OF THE NAVY ACQUI SI TI ON PROCEDURES SUPPLEMENT ( NAPS)

As the Navy Acquisition Executive and Senior Procurement Executive, | am
responsi bl e for prescribing Department of the Navy procurenent policies and
procedures. This responsibility includes authorizing the i ssuance of the Navy
Acqui sition Procedures Suppl ement (NAPS) to inplenment and suppl enent the Federal
Acqui sition Regul ati on (FAR) and the Defense FAR Suppl enent (DFARS).

This new edition of the NAPS is being issued to conformto the recently issued
1991 edition of the DFARS. In addition to conformng the NAPS to the revised
structure and content of the DFARS, we continued our efforts to clarify existing
coverage and renove text that was unnecessary or redundant. Specific changes are
identified in the enclosed "Summary of Significant Changes."

The Director, Procurenment Policy on ny staff is responsible for maintaining the
currency of the NAPS. | fully support the devel opnent of new techni ques or met hods
of procurement and encourage all DoN acquisition personnel to pursue any required
changes or deviations to the FAR DFARS/ NAPS. Recommendati ons shoul d be submtted to
the Director, Procurenent Policy.

(Si gned)
GERALD A. CANN



NAVY ACQUISITION PROCEDURES SUPPLEMENT
(NAPS)
JANUARY 1992 EDITION

FOREWORD

The Navy Acqui sition Procedures Supplement (NAPS) inpl enents and suppl ements the
Federal Acquisition Regulation (FAR and the Department of Defense FAR Suppl enment
(DFARS). It establishes uniformpolicies and procedures to be followed by all
Departnent of the Navy contracting personnel in acquiring required supplies and
services. The NAPS is not intended to be a stand al one docunent and nust be read in
consonance with the FAR and DFARS.

This January 1992 edition is effective upon receipt and supersedes the Cctober
1990 edition. The Cctober 1990 edition should be retained for the adm nistration of
contracts and for historical reference.
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SUMMARY OF SIGNIFICANT CHANGES

I TEM1 - NEWNUMBER NG CF NAPS

This edition of the NAPS has been renunbered to match the nunbering system of the
Code of Federal Regul ations. An explanation of the nunbering is at 5201. 104-2 and
5201. 303.

ITEM 11 - DEPARTMENT COF NAVY PLAN FOR CONTRCL OF COVPONENT CLAUSE USE.

Par agr aph 5201-304(4) is added to establish a systemof control for use of
cl auses other than those prescribed in the FAR DFARS or NAPS

ITEMIIT - NAVY Fl ELD CONTRACTI NG SYSTEM ( NFCS)

Par agr aph 5201. 601-90(d) is revised to reflect that the NFCS incl udes those
contracting office that are under the responsibility of the Naval Air Warfare Center
Naval Surface Warfare Center, Naval Undersea VWarfare Center, and the Comrand, Contro
and Ccean Surveill ance Center.

ITEMIV - USE OF SI MPLI FI ED FORVAT AND CONTENT FOR CERTAI N BUSI NESS CLEARANCES.

Par agr aph 5201.690-9(a) is added to authorize the HCA to prescribe sinplified
format and content requirenents for pre-negotiation and post-negotiation business
cl earances covering contract actions not in excess of $500,000. This coverage
super sedes QASN(RD&A) APl A- PP menor andum of 28 Cct ober 1991, "Advance change to Navy
Acqui sition Procedures Suppl ement (NAPS) Pertaining to Business O earance Fornat".

I TEMV - SECRETAR AL DETERM NATI ONS AND FI NDI NGS

Subsection 5201.707-90 is added to prescribe that all requests for a Secretari al
determ nation are to be subnitted in the formof a determnation and fi ndings.

I TEMM - DEFINTIONS

Section 5202.101 is revised to incorporate additional terns along with their
definition and acronym Several of these terns are used extensively throughout the
NAPS.

I TEMM | - STANDARDS CF CONDUCT

Subsection 5203-101.1 is coverage pertaining to the assignment of contract
rel ated functions that previously appeared at section 3.591 in the Cctober 1990
edition of the NAPS

I TEMM || - ANNOUNCEMENT OF CONTRACT AWARDS

Section 5205.303 is revised to elimnate previous coverage that is no | onger
necessary as a result of new coverages in the 1991 edition of the DFARS. This
section is also revised to clarify that when a contract admnistration office (CAO
is to issue an order or contract nodification that requires announcenent, the Navy
requiring activity is responsi ble for the announcenent.

I TEMM X - ACQU S| TI ON PLANNI NG

Subpar agraph 5207.103(c)(i) is revised to reference a new Acqui sition Pl anning
Quide which is expected to be available by 1 March 1992. Subparagraph
5207.103(d) (ii) (formerly 7.103(d) (S 92) is revised to provide that contractor
services, for which full and open conpetition is enployed in a source selection plan
requiring award to the | owest price, technically acceptable offer, are no | onger an
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exception to AP preparation. Finally, subparagraph 5207.103(g)(ii) is revised to
incorporate reference to the Acquisition Strategy Report (ASR) required by DoD
Instruction 5000.2. For all Acquisition Category (ACAT) prograns, an AP rmay not be
approved until the ASR has been approved by the M| estone Decision Authority (MDA).

| TEM X - SUSPENSI ON AND DEBARVENT

Subpart 5209.4 is revised to reflect the designation of the General Counsel of
the Departrment of the Navy as the Navy's debarring and suspending official. This
subpart is also revised to identify the Procurenent Integrity Ofice (PPO wthin the
office of General Counsel as the responsible office for all debarment and suspensi on
actions.

| TEM XI - GONSOLI DATED BI D ROOM FAC LI TI ES

Subsection 5214.202-90 is coverage pertaining to consolidated bid roomfacilities
at NRCC Washi ngton that previously appeared at paragraph 1.601-90(c) in the Qctober
1990 edition of the NAPS

| TEM XI'l - BEST VALUE EVALUATI ON I N SOURCE SELECTI ON

Section 5215.601 is added to provide a definition of "Best Value" and section
5215.605 is revised to affirm Navy-w de policy on the use of best value in proposal
eval uations and source selections. This revised coverage was initially promul gated
by ASN(RD&A) menor andum of 22 March 1991, "Best Val ue Contracting Policy".

ITEMXIII - USD(A) REVIEWCF SELECTED MAJOR DEFENSE ACQU SI TI ON PROGRANS

Section 5215.604 is added to provide that contracting officers are not to issue a
solicitation, announce the offeror selected, or award a contract for the
denonstration/validation, engineering and manufacturing devel opment, or initial
producti on phases of a major defense acquisition programuntil the conpletion of a
review by the Under Secretary of Defense (Acquisition).

| TEM XI'V - PHASED PRI C NG ( PP)

Subsection 5216.403-2 is added to establish Phased Pricing (PP) as a contracting
technique for pricing an initial production option in an Engi neering and
Manuf act uri ng Devel opnent (EMD) contract awarded either competitively or
nonconpetitively.

| TEM XV - UNDEFI NI TI ZED OONTRACTI NG ACTI ONS ( UCAs)

Subpart 5217.74 (formerly subpart 17.75) is rewitten to reflect the new and
revi sed coverage in subpart 217.74 of the 1991 edition of the DFARS. |In particular,
the requi rement for Flag/ SES approval for the issuance of a UCA w thout a
contractor's proposal that is projected to exceed $1 nillion has been elimnated, and
is now at the discretion of the HCA
| TEM XVI - SVALL BUSI NESS AND SVALL DI SADVANTAGED BUSI NESS CONCERNS

Part 5219 is revised to elimnate coverage that is either no | onger necessary or
dupli cates coverage in the FAR DFARS.

I TEM XM | - ENVI RONMENT, CONSERVATI ON, OCCUPATI ONAL SAFETY AND DRUG FREE WORKFORCE

Part 5223 is added to establish procedures for the subm ssion of any required
exenptions or waivers.

I TEM XM || - BONDS AND | NSURANCE

Part 5228 is revised to elimnate coverage that is either no | onger necessary or
dupli cates coverage in the FAR DFARS.
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| TEM XI X - DEPARTMENT CF THE NAVY CLAI M5 AGAI NST A CONTRACTCR

Part 5232.690 is revised to elimnate the requirenment for an initial report or
Covernnent clains against a contractor. Only quarterly reports are now required.

| TEM XX - DI SPUTES AND APPEALS

Subpart 5233 has been revised and rearranged to conformto the FAR DFARS and
clarify the procedures for the review and approval of clains settlenments and
contracting officer's final decisions. In addition, subpart 5233.70 is coverage
pertaining to the certification of clains and requests for adjustnent or relief that
previ ously appeared at paragraph 43.102-91 (a) in the Cctober 1990 edition of the
NAPS. Finally, the initial and final clains reporting requirenents have been
elimnated. These requirenents previously appeared at subparagraphs 33.9001 (a) and
(d) in the Cctober 1990 edition of the NAPS. Reporting is linmted to quarterly
reports of claims in excess of $1 mllion that have been certified under the Contract
Di sputes Act.

| TEM XXI - PHASED PRI CI NG (CPP) AS AN ACQU SI TI ON STRATEGY

Section 5234.004 is added to provide that the Phased Pricing (PP) technique
descri bed in 5216.403-2, nust be addressed if the acquisition strategy contenpl ates
the use of an option for initial production requirements in an Engi neering and
Manuf act uri ng Devel opnent (EMD) contract awarded either competitively or
nonconpetitively.

| TEM XXI'| - UNCOWPENSATED OVERTI ME

Section 5237.102 is added to reflect Navy policy that the use of unconpensated
overtine is not encouraged and to require Chief of the Contracting office or designee
approval of solicitations for services expected to exceed $100, 000 whi ch are based on
t he nunber of hours to be provided.

I TEM XXI 1| - MASTER AGREEMENTS FOR CONTRACT ADVI SORY AND ASSI STANCE SERVI CES

Section 5237.270 is added to provi de Navy approval requirenents and procedures
for conplying with the DFARS reporting requirenents when using Master Agreements to
acquire contract advisory and assistance services. This coverage supersedes QASN
(RD&A) API A- PP menor andum of 15 August 1991, "Three Year Test of Master Agreenents
for Contract Advisory and Assistance Services".

| TEM XXI'V - ACQUI SI TI ON CF | NFORVATI ON RESOURCES

Part 5239 is added to inpl ement the new DFARS coverage pertaining to the
acqui sition of Federal Information Processing (FIP) resources. Part 5239 al so
i ncl udes coverage that previously appeared in Part 70 of the Cctober 1990 edition of
t he NAPS.
| TEM XXV - ACQUI SI TI ON OF UTI LI TY SERVI CES

Part 5241 is coverage pertaining to the acquisition of utility services that
previously appeared in subpart 8.3 of the Cctober 1990 edition of the NAPS. Coverage
on the acquisition of utility services has al so been nmoved to Part 41/241 of the
FAR/ DFARS.
| TEM XXMl - OONTRACT ADM NI STRATI ON

Part 5242 is revised to elimnate coverage that is either no | onger necessary or
dupli cates coverage in the FAR DFARS.

| TEM XXV | - CONTRACT MODI FI CATI ONS AND CHANGE CORDERS

Section 5243.105 has been added to incorporate coverage pertaining to price
adj ust nent s under shipbuilding contracts. This coverage appeared as an interimrule



in the Decenber 5, 1991 edition of the Federal Register, Volune 56, Nunber 234. In
addi tion, subpart 5242.3 has been revised to provide that unpriced change orders
conformto the new and revised requirements of subpart 5217.74.

| TEMB XXV 11 - CONTRACTORS PURCHASI NG SYSTEMS REVI EWS ( CPSR)

Coverage pertaining to the CPSR responsi bilities of the Supervisors of
Shi pbui I ding (SUPSH PS) has been elinnated as no | onger being necessary. This
coverage appeared in section 44.304 of the Cctober 1990 edition of the NAPS

| TEM XXVl X - | NSTRUCTI ONS FOR USI NG PROVI SI ONS AND CLAUSES

Section 5252.101 is revised to provide instructions for assigning nunbers to
provisions and clauses. In addition, the provisions and cl auses prescribed by
section 5243.105 are added to this Part 5252.
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PART 5201
FEDERAL ACQUISITION REGULATIONS SYSTEM

SUBPART 5201.1--PURPOSE, AUTHORITY, ISSUANCE

5201.101 Purpose.

The Navy Acquisition Procedures Suppl enent (NAPS) establishes uniform Department of
the Navy (DoN) policies and procedures inplenmenting and suppl ementing the Federal
Acqui sition Regul ati on (FAR) and the Defense FAR Suppl enent (DFARS).

5201.102 Authority.

The NAPS is issued pursuant to the authority contained i n SECNAVI NST 5400. 15 dat ed
5 August 1991.

5201.103 Applicability.

The NAPS applies to all DoN activities in the sane manner and to the sane extent as
specified in FAR 1. 103.

5201.104 Issuance.

5201.104-2 Arrangenent of regul ations.
(c) References and citations.

(2) Coss reference to the FARin this supplement will cite "FAR' foll owed by
the appropriate part, subpart, etc. Ooss reference to the Defense FAR Suppl erment
will cite "DFARS' followed by the appropriate part, subpart, etc. References within
this supplement to this supplement will be w thout a name or acronym prefi x.
References to FAR citations in this suppl enent should be read to include any
correspondi ng paragraphs of the DFARS and this suppl enment and any additi onal
aut horizations, restrictions, policies and procedures they nay contain. For exanple,
the words "...when authorized under FAR Part 25..." include authorities granted under
FAR Part 25, Part 225 and Part 5225 of this supplenment. A DFARS cite in parentheses
imredi ately after the NAPS cite neans rel ated coverage is contained in the DFARS
(e.g. 5201.371 (DFARS 201.371)).

5201. 104-3 Copi es

Copi es of the NAPS may be purchased fromthe Navy Aviation Supply Ofice, Physical
Distribution D vision (Code 103), 5801 Tabor Avenue, Phil adel phia, Pennsyl vani a
19120-5099. The NAPS is not available fromthe Covernnent Printing Ofice.

5201. 104-90 D stribution.

(a) Distribution of the FAR the DFARS, the NAPS, and any changes thereto will be
made to DoN activities in accordance with (b) and (c) bel ow

(b) The distribution list for all FAR DFARS and the NAPS naterials is naintained
by APl A-PP. Forward requests for additions, deletions or changes (including quantity
changes) to the distribution list to APl A-PP, Washington, D.C. 20350-1000. Report
di screpancies in distribution such as quantity errors, late or non-receipt of the
above naterial (s) to the Navy Aviation Supply Ofice, Physical Distribution D vision
(Code 103) at the address shown under 5201. 104- 3.
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(c) To obtain the publications identified in (a) above, submt DoD Single Line
I tem Requi si tioni ng System Docurent (DD Form 1348) in accordance with the "Mlitary
St andard Requi sitioning and | ssue Procedure (MLSTRI P), NAVSUP PUB 437" to the Navy
Aviation Supply Ofice, Physical Distribution D vision (Code 103) at the address
shown under 5201.104-3. The stock nunber for these publications is listed in the Navy
Stock List of Publications and Forns, Cognizance Synbols 12 and 11, Section V NAVSUP
Publ i cati on 2002.

SUBPART 5201.2--ADMINISTRATION

5201.201 Maintenance of the FAR.
5201. 201-1 (DFARS 201.201-1) The two councils.

(d) (I) Submt proposed revisions to the FAR DFARS or NAPS to APl A-PP via the
Deput y/ Assi stant Conmander for Contracts. Each proposed revision shall include a

| egal position and shall identify the nane, code, and tel ephone nunber of the
activity point of contact.

SUBPART 5201.3--AGENCY ACQUISITION REGULATIONS

5201.301 Policy.

(a) (2) HCAs and COCs are authorized to issue internal activity guidance as
descri bed at FAR 1.301(a) (2).

5201.303 (DFARS 201.303) Publication and codification.

(a) (i) Were required, the NAPS is codified under Chapter 52 in Title 48, Code of
Federal Regul ati ons.

(ii) To the extent possible, all NAPS text (whether inplenmental or
suppl emental ) is nunbered as if it were inplenenting the FAR or DFARS. The coverage
uses the same nunbers as its FAR or DFARS counterpart, preceded by the prefix "52".
For nunbering of Navy/conponent clauses, see 5252.101.

(iii) For supplenmental nunbering, the NAPS adds subpart, section, or

subsection nunbering of 90 and up to the FAR or DFARS counterpart. Lower divisions
are suppl emented by the addition of (S-90) and up.

5201.304 (DFARS 201.304) Agency control and compliance procedures.
(4) DoN Procedures for Control of Conponent O ause Use.

(A) Statenment of Purpose. These procedures establish a systemof controls
for use of clauses other than those prescribed in FAR DFARS, or NAPS, as required by
DFARS 201. 304(4).

(B) Definitions.

(a) "d ause" as used in these procedures includes provisions and means a term or
condition of the solicitation/contract of the type set forth in FAR Part 52/ DFARS
Part 252/ NAPS Part 5252. A clause includes everything in parts B through Mof a
solicitation/contract except:

(1) The list of supplies or services and prices/costs in Section B;
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(2) The statenent of work and specifications in Section C
(3) Packagi ng and narking requirements in Section D
(4) Requirements for place of inspection/acceptance in Section E

(5) Requirements for time, place, and nmethod of delivery or performance in
section F;

(6) The list of attachments in Section J; and

(7) Brief statements of strictly admnistrative, informational nature, w thout
significant cost or admnistrative inpact on offerors or contractors, which the
originating activity has determned do not fit the above definition of "clause".

(b) "Navy O ause Baseline" neans all approved Navy standard conponent cl auses.

(b) "Non-standard Conponent d ause" means a conponent cl ause not prescribed for
use in a conponent regul ation.

(d) "Regul ation" neans any contracting suppl ement, policy letter, clause book,
autonated system or simlar regulatory instrunent.

(e) "Standard Conponent O ause" means a conponent clause prescribed for use in a
conponent regul ati on.

(O Standard Conponent O auses.

(a) Wsage. Al conponent clauses used in solicitations and/or contracts nust be
standard cl auses, unl ess:

(1) A deviation has been authorized in accordance with (c) bel ow, or
(2) One of the exceptions listed in (D) below pernmtting use of non-standard
clauses is applicable.

(b) Approval.

(1) New Standard Conponent O auses or Standard Conponent O ause Changes Wth
Significant Inpact. 1In conpliance with 41 U S.C 418b and 41 U S. C 25(d) as
i mpl emrented by DFARS 201. 304, each contracting activity shall publish new conponent
cl auses or changes to existing conponent clauses that require USD(A) approval as a
proposed rule in the Federal Register for public cooment. After receipt and anal ysis
of public comrents, the contracting activity shall submt the proposed rule, in
accordance w th DFARS 201. 201-1(d)/ NAPS 5201. 201-1(d) and DFARS 201. 301, through the
HCA and APIA-PP to the DAR Council Director, prior to publication as a final rule.

(2) New Standard Conponent O auses or Conponent O ause Changes Wt hout
Significant Inpact. New standard conponent clauses or changes to existing standard
conponent cl auses which do not have significant cost or adm nistrative inpact on
offerors/contractors, do not require publication for public comrent or approval of
APl A-PP and USD(A) DDP. However, a copy shall be provided to APl A-PP for inclusion
in the Navy cl ause baseli ne.

(c) Deviations from Standard Conponent O auses.
(1) Conpetitive Procuremnents.
(i) Deviations fromstandard conponent cl auses which may significantly
i ncrease cost or admnistrative inpact on offerors/contractors in conpetitive
procurenents shall be submtted by the Deputy/Assistant Comrander for Contracts to
the DAR Council Director, via APl A-PP, for approval by USD(A) DDP.

(ii) The HCA or a designee not |ower than one |evel above the contracting
officer, is authorized to approve individual and class deviations from standard
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conponent clauses for use in conpetitive procurenents which do not constitute a
devi ation from FAR DFARS/ NAPS, or significantly increase cost or admnistrative
i mpact on offerors/contractors.

(iii) APIAPP shall be provided a copy of deviations approved under (ii)
above which are class deviations, or individual deviations related to:

(A rights in data and copyrights (FAR DFARS NAPS 27.4);
(B) contract financing (FAR DFARS NAPS 32); or
(O warranties (FAR DFARS/ NAPS 46. 7)

(2) Non-conpetitive Negotiated Procurenents. Deviations from standard conponent
clauses which are required to deal with a unique situation with one contractor shall
be approved at the conponent |evel except those which are FAR DFARS NAPS devi ati ons.

(d) MNunbering. Al standard conponent cl auses shall be nunbered in
accordance with 5252.101.

(D) Non-standard Conponent d auses.
(a) Usage. The usage of nonstandard conponent clauses is limted as foll ows:

(1) Non-standard conponent cl auses havi ng significant cost or
adm ni strative inpact on offerors/contractors, except as specified in (3) and (4)
bel ow, shall Not be used in solicitations/contracts to be awarded based on
conpetition, unless there is advance agreenment of the parties (generally dual source
or limted conpetition).

(2) Non-standard negotiated conponent clauses may be used by nutua
agreenent of both parties in non-conpetitive procurenments (generally sole source).

(3) A non-standard component clause is authorized when FAR or DFARS
requires a clause to be tailored to the individual situation (such as O ganizationa
Conflict of Interest).

(4) Provisions relating to proposal preparation requirenments or
eval uation/award criteria, which are to be tailored as required for each acquisition
are aut horized as non-standard cl auses.

(5) dauses which have no significant cost or adm nistrative inpact on
offerors/contractors, and the conponent activity does not choose to designhate or
control as standard cl auses nmay be used as non-standard cl auses.

(6) Non-standard clauses of types (1) and (2) shall be included in a cl ause
book. Sanple clauses of types (3) through (5) may be included in a clause book as
exanpl es only, not prescribed for use.

(b) Approval. Non-standard clauses are not included in the Navy cl ause
basel i ne and do not require approval of APIA-PP, unless usage constitutes a deviation
from FAR/ DFARS/ NAPS.

(c) Deviations. |If the conponent activity provi des sanpl es of non-standard
clauses in categories (a) (3) through (a) (5) above, variation fromsuch sanpl es does
not constitute a deviation.

(d) MNunbering. Non-standard conponent cl auses shall not be nunbered but
shall be identified in accordance with FAR 52.103(c).

(6) Revisions to the NAPS are issued through Navy Acquisition Grculars or
advance change API A-PP nenoranda. Navy Acquisition Grculars are-

(i) published as often as may be necessary.

(ii) effective upon recei pt or upon a specified date. The effective date
nmeans the date on which the revisions nmust be applied. Any new or revised clauses or
fornms nmust be included in solicitations issued on or after that date. However,
unl ess otherwi se provided in the circular, the new or revised clauses or forns need
not be included in solicitations already in process of preparation where their
i ncl usi on woul d cause an undue delay in the solicitation

(E) "Substantially the Same As" { auses.
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(a) Usage. Conponent clauses nay be used to inpl ement FAR DFARS/ NAPS cl auses
whi ch permt usage of clauses "substantially the same as" the prescribed cl ause or
other variation. These clauses shall not contain material differences fromthose
al ready aut horized for use.

(b) Approval. "Substantially the same as" clauses do not require ASN
(RDA) APl A- PP approval , but shall be approved by the HCA or designee not |ower than
one | evel above the contracting officer. The approving official shall ensure that
the variations in the clause are within the scope of the variations authorized by the
regul ati ons and are appropriate to the planned circunstances for clause use.

(c) MNunbering. "Substantially the same as" clauses shall cite the
FAR/ DFARS/ NAPS cl ause number, title, and date followed by (VAR ATIQN).

5201. 304- 90 USEUCOM Suppl enent .

The DoN menber of the Joint Acquisition Coordinating Board - Europe (JACB-E)
represents all contracting activities of the DoN located in the area to which the
USEUCOM Suppl errent i s applicable. Accordingly, such DoN representation shall inform
the DoN contracting activities concerned of significant proposed additions and
changes to the Suppl ement and afford them an opportunity to express their views
thereon. Wien the DoN representati ve on the JACB-E considers that the DAR Council
shoul d consi der any dissenting DoN views with respect to proposed additions or
changes to the USECOM Suppl enent that are concurred in by the JACB-E, the DoN
representative views in witing to the Chairman of the JACB-E with the request that
they be forwarded to the DAR Council with the proposed additions and changes. Legal
advi ce and assi stance in connection with the USECOM Suppl ement and ot her JACB-E
matters will be provided by the Ofice of the General Counsel, European Branch,
London, U K

SUBPART 5201.4--DEVIATIONS FROM THE FAR

5201.402 (DFARS 201.402) Policy.
(1) Submt requests for deviations which require USD (A) DDP approval to APl A-PP.

(1) (ii) Deviations involving basic agreements, basic ordering agreenents, or
master agreenments are considered cl ass devi ati ons.

(2) APIA-PPis the approval authority for:

(i) individual deviations fromthe FAR or DFARS other than those specified in
DFARS 201.402(1) (i), except that an individual deviation fromthe maxi mumfee
[imtations set forth in FAR 15.903 (d) (2) may be granted by the HCA or designee not
bel ow the | evel of the Deputy/Assistant Conmander for Contracts.

(ii) individual or class deviations from NAPS.
(iii) deviations fromcertain conponent clauses (see 5201.304 (4)).

(3) Deviation requests submitted to API A-PP for processing shall be signed by the
Deput y/ Assi stant Conmander for Contracts or his deputy. A request for deviation
originating froma field activity shall be signed by the CCO and forwarded to the
cogni zant Deputy/ Assi stant Conmander for Contracts for further action.

(4) Requests for deviations fromthe provisions of FAR Subparts 27.2, 27.3 and
27.6 shall be forwarded to APIA-PP via the Chief of Naval Research (Code QOCC).

(5 APIA-PPwll naintain a record to all requests for individual and class
devi ations received for processing. The Deputy/Assistant Commander for Contracts
will maintain a record of all requests for individual deviations frommaxi numfee
l[imtations received for processing under paragraph (2) (i) above. A control nunber
shal | be assigned to each approved deviati on.
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5201.405 Deviations pertaining to treaties and executive agreements.

(d) Forward a copy of the authorized text deviation to the DAR council via APl A
PP.

(e) Deviation requests shall be submtted to USD(A) DDP through APl A-PP and the
Director of the DAR Council.

SUBPART 5201.5--AGENCY AND PUBLIC PARTICIPATION

5201.501 Solicitation of agency and public views.
5201-90 Point of contact for Federal Register matters.

The Navy Judge Advocate General (Code 133) is the primary point of contact in the
DoN for all Federal Register/Code of Federal Regul ations maters.

SUBPART 5201.6--CONTRACTING AUTHORITY AND RESPONSIBILITIES

5201.601 General.

Each DoN HCA is hereby designated a contracting officer. Subject to the provisions
of FAR Subpart 1.6, each HCA is authorized to delegate all or any part of the HCA s
contracting authority not otherw se restricted.

5201. 601-90 Departnent of the Navy authorities and responsibilities.

(a) Assistant Secretary of the Navy (Research, Devel opment and Acqui sition)
(ASN(RD&A) ). SECNAVI NST 5400. 15 dated 5 August 1991 establishes the duties and
responsibilities of the ASN(RD&A), including serving as the NAE and NSPE

(b) NAVFACENGCOM cogni zance of public works and civil works.

(1) Responsibility. OPNAVI NST 5450. 218 establ i shes the m ssion, functions and
tasks of the Commander, NAVFACENGCOM including responsibility for awardi ng and
adm ni stering architect-engineer, construction and facilities support contracts.
Al'so included is the responsibility for providing public works in areas of fleet or
trai ning concentration.

(2) Delegation of responsibility for admnistration of construction. Qurrent
| egi sl ation provides that del egation to another Covernment agency or bureau of the
responsibilities outlined in (1) above for public works, as authorized by annual
authorization acts, within the United States or its possessions, must be approved by
the Secretary of Defense. W ere it is considered to be in the best interests of the
Navy that such a public works project be adm nistered by a Systens Command or office
ot her than NAVFACENGCOM a request shall be forwarded to APl A-PP via NAVFACENGCOM
Before forwardi ng a request for del egation of responsibility for admnistration of a
public works contract, NAVFACENGOOM shall ensure that all arrangenents for
adm ni stering the contract and inspecting the work satisfy the needs of the
Gover nnent .

(3) Approval for use of cost-reinbursenment type construction contracts. Qurrent
appropriation legislation requires the specific approval in witing of the Secretary
of Defense for any cost-reinbursenent type contract over $25,000 using funds
appropriated for mlitary construction for work to be perforned within the
continental United States. NAVFACENGCOM shall be responsible for obtaining such
clearance. As a rule, such contracts will be executed and admi ni stered by
NAVFACENGCOM  However, in those unusual circunstances where such a cost-
rei mbursenent type contract is to be executed by a Systens Command or office other
t han NAVFACENGCOM the contracting Systens Command or office shall furnish
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NAVFACENGCOM with a justification for the use of this nmethod of contracting and shal
not execute the contract until notified by NAVFACENGCOM t hat cl earance has been
obtai ned fromthe Secretary of Defense

(4) Construction contracts awarded by other comrands. Were, pursuant to (2) or
(3) above, a contract involving construction is being executed or admnistered by a
Systens Command or office other than NAVFACENGCOM that ot her Systens Conmand or
office shall nornally be responsible for the handling of all other matters that arise
concerning that contract. However, for construction contracts over $2,000 or other
contracts requiring civil works over $2,000, NAVFACENGCCM wi ||, on behal f of the
ot her Systens Conmand or office, obtain fromthe Department of Labor the
determi nation of prevailing wages which nust be specified in the contract.
NAVFACENGCOM wi | | further furnish such advice and assistance as may be requested is
appropriate. As to the technical and engineering details of the construction, repair
and nai nt enance, other Systens Commands and offices shall consult with and conply
with the standards of NAVFACENGOOM i n accordance with existing directives.

(5) Administration of construction portions of contracts.

(i) Wen a contract for construction of civil works is made directly between
the DoN and a buil der (as distinguished fromthe contractor who is to operate the
facilities) NAVFACENGCOM wi I | be the contracting agency with the work to be financed
by transfer of funds fromthe sponsoring contracting activity to NAVFACENGCOM
However, where the contract is nade between the sponsoring contracting activity and
the producer, the contract shall specify, by inclusion of the clause prescribed in
(6) below, the Commander, NAVFACENGCOMis the authorized representative of the
sponsoring contracting activity with respect to all functions in relationship to
civil works.

(ii) The functions to be perforned by NAVFACENGCOM under this suppl ement
i ncl ude approvi ng the sel ection and conpensation of an architect or engi neer
approving the selection and fee of a general building contractor, plans or
speci fications; approving of major alterations or increased costs; inspection
supervi sion, admnistration of the terns of the contract/subcontract and acceptance
of performance. The NAVFACENGOOM nay del egate the admi nistration of any aspect of
the civil works where determ ned feasible, such as the nmonitoring of conpliance with
| abor standards requirements. The NAVFACENGOOM has cogni zance of all matters
relating to the acquisition of real property involved.

(iii) Were the sane contract includes civil works as well as other
facilities, such as machine tools, production equipment, actual operation and
production, etc., NAVFACENGCOM wi Il have jurisdiction only over the civil works
construction and installation, acting as the authorized representative of the
sponsoring contracting activity. However, in certain instances, it may be deternined
by mutual agreenent between the sponsoring contracting activity and NAVFACENGCOM t o
be advant ageous for NAVFACENGCOM to have jurisdiction over equi pnent as well as civi
works. In such instances, upon the specific request of the sponsoring contracting
activity, NAVFACENGOOM al so has jurisdiction over the installation of the machine
tool s and production equipnent to the extent defined for civil works under (ii)
above.

(iv) This supplenent does not Iimt the authority of the sponsoring
contracting activity to define the scope of a civil works project including the size,
capacity, and operating features and characteristics, in the sane manner as is
exercised with respect to public utilities by a primary support agency.

(6) Solicitation provision and contract clause. The contracting officer shall
insert the clause at 5252.201-9000, CGvil Wrks - Delegation to Naval Facilities
Engi neeri ng Comrand, in solicitations and contracts when construction of civil works
i s contenpl at ed.

(c) NAVSUPSYSCOM  NAVSUPSYSCOM contracting responsi bilities include:
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(1) providing DoNwi de policy and procedures for snall purchases as defined in
FAR Part 13;

(2) contracting for supplies and services throughout the DoN for which no other
contracting activity, office or comrand is ot herw se del egated contracting authority;
and

(3) managenent of the NFCS.

(d) Navy Field Contracting System (NFCS).
(1) Authorities and responsibilities.

(i) The authorities and responsibilities of the NFCS are set forth in
NAVSUPI NST 4200. 81.

(ii) The NFCS includes contracting offices that receive their procuremnment
authority from COWNAVSUPSYSCOM as the HCA. NFCS contracting offices that receive
their procurenent authority from COWAVSUPSYSCOM i ncl ude, but are not limted to,
those located at the Naval Regional Contracting Centers, Naval Supply Centers, Naval
Supply Depots, Naval Ship Yards, and Naval Air Stations. The NFCS al so incl udes
contracting offices that are under the responsibility of the Naval Air Warfare
Center, the Naval Surface Warefare Center, the Naval Undersea Warfare Center, and the
Comrand, Control and Qcean Surveillance Center. The Aviation Supply Ofice (ASO and
Ships Parts Control Center (SPCC) are a part of the NFCS but have separate HCA
authority.

(2) Assignment of contracting actions by Systens Conmands to field activities
wi thin the NFCS

(i) Assignment. In obtaining naterials or services required for the
performance of its assigned m ssion, each of the Navy Systens Conmands may request
other activities to carry out requisite contracting functions which are within the
activity's mssion and responsibility. GContracting actions that should properly be
handl ed at the Systens Command Headquarters | evel should not be assigned to a NFCS
activity.

(ii) Considerations. The follow ng considerations shall be taken into
account in assigning contracting actions:

(A) That the contracting organization at each field activity of the
NAVAI RSYSCOM  NAVSEASYSCOM and SPAWARSYSCOM have been established to support the
research, production or other technical mssion of the particular field activity;

(B) That requests for contracting action are for naterials and/or services
which are clearly within the activity's mssion and responsi bility;

(© That the central area buying activities of the NFCS are responsible for
provi ding contracting support to the Naval activities located in the given area
served,

(D) That the Naval Regional Contracting Centers (NRCCs) and Naval Supply
Centers assigned regional contracting functions furnish overall contracting and
contracting nmanagenent support for the geographic area served; and

(E) That the activities in (C and (D above, in that order, are
responsi bl e for awardi ng those contracts which are in excess of either the
contracting authority or capability of the activities of the NFCS |l ocated within the
geogr aphi ¢ regi ons served.

(iii) Procedures. To establish uniformand nore effective methods of
assigning contract actions and tasks or work orders involving requirenments generated
by the Systenms Commands naned in (ii) (A) above, the follow ng procedures shall be
fol | owed:

(A) The Deputy/ Assistant Commander for Contracts shall review all
requi renents, originated at the Systens Conmand Headquarters |evel involving
contracting action in excess of $1,000,000 or a |lower |evel established by the
Comrander of the Systenms Commands to ensure retention by the Command of those
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requi renents whi ch, because of high dollar value, conplexity, or other
consi derations, warrant contracting action at the Headquarters | evel.

(B) A Systens Command shall obtain the concurrence of the Deputy Comrander,
Contracting Managenent, NAVSUPSYSCOM prior to assigning to an NFCS activity, any
contracting action in excess of $1,000,000, or any contract/agreenent of the type
described in FAR Subparts 16.5, 16.6 or 16.7 whose total cunul ative value is expected
to exceed $1, 000, 000. NAVSUPSYSCOM concurrence shall be indicated in the request to
a NFCS activity for contracting action.

(O Wen a NFCS activity receives a contracting action which is not
consistent with (B) above, the NFCS activity shall return the request and so advise
NAVSUPSYSCCM

5201.602 Contracting officers.

5201. 602-2 Responsibilities.

Contract docurents shall be forwarded to the appropriate attorney or attorneys in
the OGC for reviewas to formand legality and any additi onal pertinent conmment or
advi ce. Any contract approved by Navy OGC may be executed by a contracting officer
wi t hout securing further |egal review

5201. 602-2 (DFARS 5201.602-2) Responsibilities.
(1) The term " CGovernment enpl oyee" includes enpl oyees of foreign governnents
when assigned to nmultinational Joint Project Ofices.

5201. 602-3 Ratification of unauthorized comm tnents.
(b) Policy.

(3) HCAs nmay del egate authority to ratify unauthorized comm tnents of $50.000. 00
or less to a level no lower than the COO Al proposed ratifications shall be
reviewed by the appropriate counsel (s) of the Ofice of the General Counsel and all
contracts shall be approved as to formand legality.

(c) Limtations.

(7) (i) The officer or enployee maki ng the unauthorized comm tnent shall forward
to that person's Commandi ng O'ficer documentati on concerning the transaction, which
shal | include as a m ni num

(A) A statement signed by the officer or enpl oyee describing the
ci rcunst ances, why normal procurement procedures were not foll owed, what bona fide
Covernnent requi renent necessitated the comm trent, whether any benefit was received,
its val ue,
and any other pertinent facts; and

(B) Al orders, invoices, or other docunentary evidence of the
transacti on.

(ii) If the Comranding Cficer concurs that the commitnent should be
ratified, then the Conmanding Officer shall forward the docunmentation described above
to the contracting officer with an endorsenent that:

(A) Verifies the accuracy and conpl et eness of the documentati on;
(B) Describes the neasures taken to prevent a recurrence of unauthorized
comm tnents; and
(© Provides a conplete purchase description and funding for the ratifying
contract.
(iii) The contracting officer shall:

(A) Review the docunentati on and endorsenent provi ded;

(B) Ascertain whether there are any doubtful questions of fact;

(© Prepare a determnation and findings addressing the limtations in FAR
1.602-3(c) (1) through (7).

(D) Prepare a reconmendation to the ratifying official;
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(E) Prepare appropriate contractual docunents; and
(F) Submt the contract and supporting documents to counsel for an opinion
as to formand legality and for any additional pertinent comment or advice.

(iv) The ratifying official to whomauthority has been del egated pursuant to
(b) (3) above shall reviewthe file, and if ratification is proper, make the
appropriate determnati on and fi ndi ngs.

(v) Records. HCAs shall ensure that a record of all ratification actions is
mai ntai ned. This record shall include, the identity of the contracting office
performng the ratification, the dollar value of the ratification action, and a copy
of the required determ ned and fi ndi ngs.

5201.690 Requirements to be met before entering into contracts.
5201. 690-1 Busi ness cl earance.

(a) The purpose of a business clearance is to denonstrate that the proposed
acqui sition conforns to good business practices and Navy acquisition policies.
Additionally, the business clearance serves as the historical record of the
busi ness/pricing aspects of an acquisition and justifies, by witten evidence, that
the price established is fair and reasonable. Consequently, the business cl earance
must show all significance facts considered in reaching agreement as well as how the
facts presented influenced estinmated cost judgnents. For conpetitive negotiated
acqui sitions the business cl earance serves as the historical record of the source
sel ection process where factors in addition to price may serve as the primary basis
for award. Each acquisition shall be supported by both a pre-negotiation and post -
negoti ati on busi ness clearance. The requirenments of FAR 15. 807 and FAR 15.808 are to
be satisfied by the pre-negotiation and post-negotiation busi ness cl earances,
respectively.

(b) For proposed contractual actions to be made under the authority of FAR Subpart
6.2 or 6.3, no business clearance shall be approved at any |level until either the
determ nation and findings required by FAR 6.202 or 6.302-7 is approved, or the
justification required by FAR 6.303 is approved. The one exception is that when
preparation and approval of a justification prior to award woul d unreasonably del ay
the acquisition, then the justification may be approved after contract award in
accordance with FAR 6.303-1(e).

5201.690-2 Pre-negotiati on and post-negoti ation business cl earances.
(a) Single source acquisitions.

(1) Pre-negotiation business clearance. The purpose of the pre-negotiation
busi ness clearance is to set forth all significant details of the proposed contract
negoti ati on and the course the contracting activity proposes to pursue. In addition
the pre-negotiation busi ness cl earance shoul d docurment how t he contractor devel oped
its proposal position, what the field price analyst/technical/auditor did to devel op
their recomrended positions and how t he negoti ator devel oped the pre-negotiation
position. Finally, the pre-negotiation clearance shoul d demonstrate that the
negoti ator is adequately prepared to enter negotiati ons, that adequate facts have
been obtai ned, that these facts have been evaluated and that the judgnments nade in
arriving at the pre-negotiation objective are sound. Necessary fact-finding should
be conpleted to support the negotiation objective.

(2) Post-negotiation business clearance. The purpose of the post-negotiation
busi ness clearance is to denonstrate that the business/pricing agreenment reached is a
fair and reasonabl e one and to conplete the historical record concerning the
acquisition initiated in the pre-negotiation busi ness cl earance. The post-
negoti ati on busi ness cl earance shall conpl enent the cost and price anal ysis presented
in the pre-negotiati on busi ness clearance by presenting additional facts, if any,
obt ai ned during negotiation which affected the judgnents nmade in the pre-negotiation
busi ness cl earance and shall justify differences between the pre-negotiati on busi ness
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cl earance objective and the negotiated settlenment. Negotiations should be undertaken
pronptly after approval of the pre-negotiation business clearance. Upon conpletion
of negotiation, the post-negotiation business clearance shall set forth in detail the
negoti ation results obtained. NO COMM TMENT SHALL BE MADE TO A PRCSPECTI VE
CONTRACTOR PRI OR TO OBTAI NI NG APPROVAL OF THE POST- NEQOTI ATI ON BUSI NESS CLEARANCE
MEMCRANDUM

(b) Conpetitive acquisitions.

(1) Pre-negotiation business clearance. The pre-negotiation business cl earance
docunents the technical and cost/price evaluation, the basis for determning the
conpetitive range, and the areas for discussions with offerors determned to be
within the conpetitive range. Conpetitive range determ nations may be presented in
the pre-negotiation business clearance or may be presented in a separate business
cl earance for conpetitive range only. A business cl earance supporting the
conpetitive range determ nation nmust be approved before any offeror is notified that
its proposal was determned to be outside of the conpetitive range and no | onger
eligible for award. Technical and/or cost discussions shall not be held with any
offerors prior to approval of the pre-negotiation business cl earance or a conpetitive
range clearance. Qarifications as defined in FAR 15.601 nmay be obtained prior to
the approval of the pre-negotiation or conpetitive range business cl earance.

(2) Post-negotiation business clearance. The post-negotiati on busi ness
cl earance docunents the events leading to the request and receipt of the best and
final offers, the technical and cost/price evaluation thereof, the rationale
supporting the source sel ection decision and the determ nation that the award price
is fair and reasonabl e.

5201. 690-3 Waiver of post-negotiation business cl earance.

I n individual cases, a waiver of the post-negotiation business cl earance nmay be
requested fromthe approval authority. This request would normally be a part of the
pre-negoti ati on busi ness cl earance. Wen a waiver has been granted, a brief
menor andum for the record shall be prepared to address conpliance with the
l[imtations, if any, prescribed in the waiver; docunent the results of the
negotiation, including the information required by 5201.690-9(c), Section Xl I
subpar agraph (c) (5); and address the post-negotiation cl earance conpliances of
5201. 690-9(c), Section X

5201. 690-4 Revi ew and approval of business cl earances.

(a) Each HCA shall establish witten procedures for the review and approval of
pre-negotiation and post-negotiation busi ness cl earances covering the types of
contract actions identified in 5201.690-5. These procedures shall ensure that the
approval authority is at an appropriate |evel higher than the individual assigned to
the negotiations. |In establishing approval thresholds, if any, the clearance dollar
val ue shall be based on total overall value, including all options. For those
actions which cover an incentive contract, the clearance dollar value shall be
determ ned by the value of the total target price. For CPAF contracts, it shall be
the value of the sumof the cost, base fee and one half of the award fee. For letter
contracts, advance acquisition contracts, long | ead-time nodifications, and basic
orderi ng agreenents, the clearance dollar value shall be based on the total estinated
definitized val ue.

5201. 690-5 Types of contract actions requiring business clearance.

Pre-negoti ati on and post negoti ation busi ness cl earances shall be prepared and
approved for the followi ng contract actions (except those foll owi ng the snal
purchase and ot her sinplified purchase procedures of FAR Part 13):

(a) Negotiated contracts (including indefinite-delivery contracts) or contract
nmodi fications for the acquisition of supplies or services not within the scope or
under the ternms of an existing contract.

(b) Undefinitized contract actions (UCAs) as defined in DFARS 217. 7401
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(c) Conpetitive range deterninations.

(d) Basic ordering agreenents (BQd), except that in the event the BOA does not
establish any pricing arrangenents for orders to be issued thereunder, the approval
authority may authorize the use of a nenorandumfor the record.

(e) Modifications and changes issued pursuant to contract clauses such as those
entitled "Changes," or "Covernment Property,"” or other contract provisions, except
that for such nodifications and changes under $100, 000, the approval authority nay
aut hori ze the use of a menmorandum for the record documenting any equitabl e adj ust nent
in a manner simlar to 5201.690-9(c), Section V.

(f) The exercise or pricing of an unpriced, maxi numor percentage - base
al | ocation option

(g) Retroactive price redetermnation after conpletion

(h) The definitization of any action issued under (b) or (e) above.

5201. 690-6 Busi ness cl earances for advance agreenents on the treatnment of special or
unusual costs.

(a) Business clearance approval by APIA-PP is required, regardl ess of dollar
val ue, for advance agreenents on particul ar cost itens.

(b) The following information is required for business clearances coveri ng advance
agreenents on the treatnment of special or unusual costs as set forth in FAR 31.109.
Docurent ati on supporting the proposed advance agreenent shall be forwarded in tinme to
reach API A-PP at |east 30 days prior to any schedul ed negotiation meeting with the
contractor.

(1) A summary of the contractor's proposal containing adequate data and
supporting rational e as consi dered appropriate to support the proposed advance
agreenent, including the tine period to be covered by the agreenent;

(2) Applicable reports fromnenbers of the Governnent review team including the
DCAA auditor, technical staff, corporate ACO price analysts, etc., setting forth the
results of their evaluations;

(3) Any other relevant technical or advisory reports or anal yses or
cor r espondence;

(4) Anticipated date, place and attendees for negotiation

(5) Summary of the contractor's proposal, amendnents (if any) and supporting
rational e;

(6) Summary of DCAA, CACO technical and other advisory report findings and
reconmendat i ons;

(7) Recommended CGovernment position and rational e;

(8) Conparative schedul es showing rel ative positions of the contractor and the
Covernnent with an expl anation of the areas of difference and the rationale
supporting the respective positions;

(9) Any other additional supporting data or comrents considered necessary to
assure that the proposed advance agreenent is equitable and in the CGovernnent's best
interest; and

(10) Sunmary of the proposed disposition of all DCAA reconmrendations and the
underlying rationale. This summary should conply with the provisions of DoD
Directive 7640.2 dated 12 February 1988.

(c) Reporting requirements. Documentation of all negotiated advance agreenents
executed shall be forwarded within 15 days of their execution by the cognizant Navy
contracting officer or SUPSHP to APl A-PP together with appropriate supporting
docunent s.

5201. 690-7 Busi ness clearance for contracts for public utility services.
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(a) Business clearance approval by Headquarters, NAVFACENGOOM i s required,
regardl ess of dollar value, for all contracts for public utility services (see
Subpart 5241).

5201. 690-8 Speci al business cl earance requirenents.

(a) HCAs shall establish business cl earance approval |evels and procedures for the
fol | ow ng:

(1) Final indirect cost rates agreenents.
(2) Actions relating to Cost Accounting Standards as foll ows:

(i) Prior to negotiating an equitable adjustnent for nandatory changes in
contractor cost accounting practices covered by paragraph (a)(4)(i) of the clause at
FAR 52.230-3, Cost Accounting Standards;

(ii) Prior to negotiating an equitable adjustment for an agreed-to change in
contractor cost accounting practices covered by paragraph (a)(4)(iii) of the clause
at FAR 52.230-3 or paragraph (a)(3) of the clause at FAR 52.230-5 D scl osure and
Consi stency of Cost Accounting Practices, when the change in the accounting
practices:

(A Is the result of a corporate merger, acquisition, sale or transfer of
assets, or reorganization;

(B) Is the result of internal corporate, divisional, or business unit
reorgani zation

(O Represents a najor restructuring of the contractor's existing financia
structure or accounting system and practices; or

(D) Is estimated to inmpact (by increase, decrease or offset) net costs paid
by the United States by a nini mum of $100,000 for any one contract or a m ni num of
$1, 000, 000 for contracts in the aggregate. The situations that (A) through (D) above
address typically require the negotiati on of advance agreenents whi ch are addressed
at 5201.690-6. Resolve any doubt by contacting APIA-PP prior to initiating equitable
adj ustnent di scussions with the contractor.

(iii) Prior to issuing, pursuant to FAR 30.602-2, a final determ nation of
conpl i ance or nonconpl i ance paragraphs (a)(2) or (a)(3) of the clause at FAR 52.230-3
or with paragraphs (a)(1) or (a)(3) of the clause at FAR 52.230-5

5201.690-9 Content of pre-negotiation and post-negotiating busi ness cl earances.

(a) The HCA is authorized to prescribe sinplified content and format requiremnents
for pre-negotiation and post-negotiation busi ness cl earances for contract actions not
in excess of $500, 000.

(b) The Business d earance nunbering instructions are in 5201.690-10. Section I
through X constitute the pre-negotiation Business dearance and Section | with
Sections XI and Xl constitute the post-negotiati on Busi ness d earance. Wen
requesting authority to enter into negotiations, Sections | through X shall be
subnmitted for approval. Wen requesting approval of the negotiated price, Section |
with Sections XI and XI| shall be submtted for approval

(c) Table 5201-90 provides the required format and the type of information which
shoul d be submtted with each clearance. Those elenents within the fornmat which are
not pertinent to a particul ar business cl earance should not be included. The
busi ness cl earance nenorandum shall fully explain the cost/price aspects of the
proposed acqui sition including the technical and cost/price eval uation where the
source sel ection process is used; and properly address the findings and
recomrendations of the audit report. It should briefly outline the contractor's
proposal , subsequent negotiati ons and steps taken by the negotiator to secure
adj ustnent or expl anation of any questionable features of the proposed contract
pricing, ternms and conditions, together with the results obtained
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TABLE 5201-90
FORVAT AND CONTENT FOR BUSI NESS CLEARANCE

SECTION |I. Business earance - Cover and Signature Page. NAVSO 4310/ 1(3/86) shall
be conpl eted and submtted when requesting pre-negotiation and post-negotiation

busi ness cl earances. The post-negotiating information required on the cover and
sighature page will be conpl eted when requesti ng approval of the negotiated price.

SECTION I1. Pre-negotiati on Conpliances (for conpetitive acquisition, docunent
specific infornmation for each offeror):

(a)(1) Determnations and Findings (D&) to exclude a source (see FAR 6.202 and FAR

Subpart 1.7) nunber was approved on by . Attach a copy.
(2) Determnation and Findings (D&) for the Public Interest circunstances

permtting other Than Full and Cpen Conpetition (see FAR 6.302-7 and FAR Subpart 1.7)

nunber was approved on by . Attach a copy.
(3) Ajustification for other Than Full and Qpen Conpetition (see FAR 6. 303)
nunber was approved on by . Attach a copy.
(b) Acquisition Plan (AP) Nunber was approved on by
This acquisitionis in conformty with the approved AP. Yes _ . No__ . NA __ .

If No, explain. (FAR Part 7)
(c) Synopsis of this acquisition was rel eased to Commerce Busi ness Daily.

Yes . No__. If No, explain. (FAR 5.202).

(d)(1) Certification of personal services approved. Yes_ _ No NA _ . If No,
expl ai n.

(2) Authority to contract out services approved by on . NA
(e) Pre-Award D sclosure Statenent - Cost Accounting Practices and Certification was
executed on . (FAR 30.201-3). The cogni zant ACO determ ned that said
Di scl osure Statement was current, accurate and conpl ete on .
(f) Feld Pricing Support was waived. Yes _ No _ NA . (DFARS 215. 805-5).

(g) The Contractor has an adequate Accounting System as detern ned by CAQ DCAA on

(h) The Contractor has an approved Purchasi ng System as determ ned by the ACO on

. (FAR 44.305)
(i)(1) The Contractor has submtted SF 1411, Contract Pricing Proposal Cover Sheet.
Yes __ No . If No, explain.

(2) SF 1411, Contract Pricing Cover Sheet, for major subcontract(s) has been
subnmitted in accordance with FAR 15.806-2. Yes __  No N A . 1If No,
expl ai n.

(3) Assist audits have been requested or received. Yes No N A

[f No, explain.
(j) Pre-contract costs were approved by . NA .
(k) An approved Make or Buy Plan is on file. Yes No N A . If No,
expl ai n.
(') EEO conpliance has been requested or obtained. Yes No . 1If No,
expl ai n.
(m The prospective contractor has been determned to be responsible within the
meani ng of FAR Subpart 9.1 and is financially stable. Yes No . If No,
expl ai n.
(n) This clearance conplies with the provisions of DoD Directive 7640.2 dated 12
February 1988. Yes No .

(0) GSA Delegation of Procurenent Authority (DPA) Acquisition was approved on ;
attach a copy. NA __ .

(p) ASN (RD&A) Approval / Authorization for ADP Acquisition was approved on ;
attach a copy. NA .

(g0 Afacilities determnation and findings (D& ) has been nmade in accordance wth
FAR 45.302-1. Yes ___ (attach a copy) No N A . If No, explain.

(r) Ildentify any other applicable conpliances.
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SECTION I'11. Summary of Key Docunents. ldentify by reference and date each key
docunent .

(a) Solicitation
(b) Contractor(s) Proposal (s)
(c) DCAA Report(s)
(d) ACO Report(s)
(e) Technical Advisory Report(s)
(f) Pre-Award Survey
(g) Qher

SECTION IV. Pre-negotiation introduction. The pre-negotiation clearance shal
docunent conpliance with law, regul ations and policy and shall becone the record
showi ng exerci se of good business judgnent. It shall be a self-sustaining docunent
whi ch shows the contractor's methodol ogy and how t he proposal position was devel oped,
how the field price/technical/ audit reviews devel oped their recommendati ons, and
what the negotiator did in devel opi ng an i ndependent pre-negotiati on position(s)
considering the field pricing, audit, and technical analyses and recommendati ons. An
under st andi ng of the devel opment of each position is inportant in order to be
adequately prepared for negotiations. The Armed Services Pricing Manual (ASPM #1) is
a detailed pricing manual which discusses in depth the pricing manual whi ch di scusses
in depth the pricing techniques and factors that shoul d be consi dered when devel opi ng
the negotiation position, with exanples of such factors that m ght be used. For
conpetitively negotiated acquisitions using the source sel ection process, the pre-
negoti ati on cl earance shall include the source selection process as well as section
"M of the solicitation and shall also discuss the evaluation criteria and the basis
for award contained in the solicitation, set forth a summary schedul e of offerors
prices, the technical and cost evaluation and, if used, the assigned raw scores and
wei ghted scores with specific reference to the applicabl e key docunents appended to

t he busi ness cl earance, a determ nation and supporting di scussion of offerors
determined to be within and outside the conpetitive range, and a summary of the
techni cal and cost deficiencies to be discussed with offerors selected to participate
in the discussions. |If price analysis is used to develop the pre-negotiation
position, substitute price analysis for cost analysis as appropriate.

(a) Exhibits/Attachnents
List in order as they appear in body of clearance.

(b) Background

(1) Procurement history.

(2) Negotiation environment (definitizing Letter Contract, etc.).
(c) Source Selection

(1) D scuss rationale for selection of source(s).

(2) Extent conpetition solicited and secured.

(3) [If circunstances warrant, discuss financial stability of contractor
(d) Type of contract.

(1) Type used - rationale.

(i) D scuss considerations made in deternmning the type of contract. D scuss
the rationale for use of proposed contract type and unsuitability of other contract
t ypes.

(ii) D scuss the technical, schedule and cost risk invol ved.

(2) For incentive or redeterm nable contracts discuss all of the pricing
provi si ons.

SECTION V. Pre-Negotiation Cost Analyses. Provide a sumrary conparison in col umar
format of (i) the contractor's proposal; (ii) the audit reconmendati ons, when audits
are requested (identify and detail areas of nonconcurrence with audit recommendati ons
and provide adequate justification for the nonconcurrences (see 5242.191; (iii) the
field recomrendati ons (when requested); and (iv) the pre-negotiation position by
usi ng the SF 1411, Contract Pricing Proposal Cover Sheet, and FAR Tabl e 15-2 el enments
of cost. Parts 1 through 8 of this section identify factors under mnaj or cost

el ements whi ch should be discussed in detail, where applicable, to show how the pre-
positi on was devel oped. Before comrencing the witten analysis of each part,
summari ze the respective contractor, audit, field/technical and pre-negotiation
positions at the appropriate |level to which this el enent of cost was anal yzed, e.g.,
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material at the SF 1411 and FAR Table 15-2 level in the opening chart would usually
be anal yzed and thus summarized in the material section (Part 1) at the raw materi al
purchased parts and subcontracted itens level. At all times, the bottomline sumrary
of each Part should track to the SF 1411 and FAR Table 15-2 el enent of cost chart.
Use of detailed hour and rate analysis, summary charts, graphs and conputer printouts
are encouraged. They should be included or attached as an exhibit to the cl earance.

(a) Material.

(1) Summary of source and contractor's estimates - firm purchase orders, quotes,
conpetition, catalog itens, estimates, prior history.

(2) Attrition/ Scrap/Variance factors applied to the net bill of material

(3) [Inpact of Make/Buy changes.

(4) Summary of field sanpling technique. Dollar percentage of itens reviewed to
total dollar value of bill of material.

(5) Hstorical negotiation reduction factor prime contractor experiences when
converting vendor quotes to firm purchase orders.

(6) Review of prime contractor negotiator's analysis for itens over $500, 000.

Di scuss the buyers use of actual cost data to devel op negotiati on positions.

(7) Wilize nmost recent historical actual cost for analysis of itens over
$500, 000.

(8) Conpare unit prices for itens over $500,000 with historical prices.

(9) D scuss findings of assist audits.

(10) Identity the quantity and val ue of recurring and nonrecurring material

(11) D scuss contractor's efforts to conbine common parts with subject effort and
ot her prograns in-house. Identify the percent of naterial under subject acquisition
whi ch i s being bought under corporate pricing agreenents.

(12) Percentage of competition of purchase orders and subcontracts.

(13) Discuss justification for subcontract type.
(b) Material Overhead.

(1) Summary of contractor proposed rates and basis for rates per year. |If
negoti ated forward pricing rate agreenment (FPRA) (see FAR 15.809) exists, identify
peri od covered by the agreenent.

(2) If no negotiated agreenent exists, state field recomrended rates by year and
reasons for variances fromcontractor proposed rates.

(3) Discuss historical rate actuals. |If forward pricing rate agreenment is in
effect, are actuals tracking to the negotiated rates? |If actuals are not tracking,
di scuss coordi nated action with ACO

(4) Ildentify material base to which the rate applies.

(5 Summary of negotiator's analysis in determning rates for the devel opnent of
the pre-position.

(c) Drect Labor.

(1) Summary of contractor's approach and basis for estimate by individual |abor
cat egory.

(2) Provide historical actual hours per each |abor category.

(3) Identify recurring and non-recurring hours.

(4) Identify hours which are quantity rel ated and which are tine rel ated.

(5) Provide manl oading charts, if applicable.

(6) Summary of negotiator's approach to devel op pre-position

(i) For Manufacturing - show | earni ng curve, provide actual points, mdpoints,
sl ope of regression and coefficient of determnation (R 2) of regression. This can
be acconplished on hours/unit basis or standards vs variance/realization factor or
ot her acceptable estimating parameter. Address use or planned use of work
nmeasur enent st andar ds.

(ii) For Engineering - discuss period of performance and task conpletion for
level of effort. State howthe efforts are charged, overl apping or bl ocked.
Identify recurring and nonrecurring hours. H storically, how does engineering reduce
over a period of tinme? Use actuals and relate appropriate relationship to time or
quantity, i.e., hours/system hours/nmonth, man/nonth, etc.

(iii) Manufacturing Support - discuss tine/quantity related nature of work.
Rel ate to what direct task supports. Analyze contractor estimating relationships.
Are they supported by current actual s? Wiat is the effect of increases or decreases
in production rate on support |evels? How do support hours reduce over a period of
tinme?
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(iv) Identify any conversion factors to get froma staffing | evel (head count)
to hours. Conpare these conversion factors with the factors used by the contractor
to devel op overhead rates.

(d) Labor Rates.

(1) Summary of contractor's proposed rates per year and basis for devel opnent.

If negotiated forward pricing agreenent exists, identify period covered by
the agreenment. Discuss effect of union agreenent, if applicable, on forward pricing
rate agreenent established. Identify when Cost of Living Adjustnents (COLAS) are
schedul ed.

(2) Address rates of increase for executive conpensation, salaries, wages and
enpl oyee benefits as it applies to the planned aggregate of all types of |abor (both
direct and indirect) increases (e.g., Cost of Living Allowances, in-grade increases,
merit increases and performance bonuses) as well as to enployee fringe benefits
(e.g., lower deductible for enployee's share of nedical and dental insurance
prem uns, changes in enployer's share of salaried savings plans, increased
vacation/sick | eave/ holiday). Excluded are new hires, pronmotions and nor nal
attrition

(3) If no negotiated forward pricing rate agreenent exists, discuss field
recomrended rates by year and reasons for variance fromcontractor proposed rates.

(4) D scuss historical actuals. |If negotiated forward pricing agreement is in
effect, are the actuals tracking to the negotiated rates? If actuals not tracking,

di scuss coordi nated action with ACO

(5 Summary of the negotiator's analysis for determning rates used to devel op
the pre-negotiation position. ldentify |abor hours to which rates apply. Show the
bui I d-up of the pre-negotiation direct |abor dollar position by application of |abor
rates to | abor hours developed in (c) above. These direct |abor dollars should track
to the appropriate direct | abor dollar category in the summary conpari son whi ch opens
the Pre-negotiation Cost Analysis Section V.

(e) Overhead Rates.

(1) Summary of contractor's proposed rates per year and basis for estinate.

If negotiated forward pricing rate agreenment exists, identify period covered
by the agreemnent.

(2) If no negotiated agreenent exists, discuss field recomrended rates by year
and reasons for variances fromcontractor proposed rates.

(3) Discuss historical actuals using correlative analysis of the base to
experience rate. If there is a negotiated forward pricing rate agreenment in effect,
are the actuals tracking to negotiated rates? |If actuals are not tracking, discuss
coordi nated action with ACO

(4) Summary of the negotiator's analysis for determ ning conposite rates used to
devel op the pre-negotiation position. Show the build-up of the applicable pre-
negoti ati on overhead doll ar position by the application of the overhead rates to the
direct | abor dollars devel oped in (d) above. These overhead dollars should track to
the appropriate overhead dollar category in the sumrary conpari son which opens the
Pre-negotiation Cost Analysis Section V.

(5) Discuss any ceilings on rates.

(6) Identify and discuss wage escal ation included in rates.

(f) Qher Direct Charges.

(1) Summary of contractor's proposed expenses and basis for estimate.

(2) Summary of field recomrendation

(3) Negotiator's analysis supported by actuals and historical data.

(4) Summary of ODC dollars should track to sumrary conpari son which opens the
Pre-negotiation Cost Analysis Section V.

(9) GBA _ _

(1) Sane as (e) "Overhead Rates" (1) through (6) above with the exception that
reference to "labor dollars" is changed to "direct costs".
(h) Cost of Money.

(1) Summary of contractor proposed factors per year

(2) Field recomended factors.

(3) Conplete DD Form 1861
(i) Price Analysis.

Wiere the proposed effort is a "followon" effort (simlar/identical earlier
contractual efforts), include as an attachment, the nost current Cost Performance
Report (CPR), Contract Funds Status Report (CFSR), or the equivalent for the earlier
efforts (up to 3 prior contracts). D scuss how these reports were utilized in
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devel opi ng the pre-negotiation position. In those cases where the proposed effort is
a definitization effort, these reports are to be furnished for the 3 prior contracts
as well as for the nost recent reports avail abl e under the contract to be
definitized.

SECTION VI. Pre-negotiation Profit/Fee Anal ysis.

(a) D scuss contractor's proposed profit/fee rate.
(b) Support pre-negotiation profit/fee rate with conpleted DD Form 1547 and di scuss
use of each assigned weight, or discuss applicable exenption

SECTION VI1. Pre-negotiation Incentive/ Anard Fee Structure.

(a) Share ratio under/over target and rationabl e.

(b) Mn/nmax fee structure and rational e.

(c) Point of Total Assunption (PTA) anal ysis.

(d) Ceiling.

(e) Range of cost incentive effectiveness (RE) for CPIF

(f) Special requirenents for contracts containing award fee provisions. The

cl earance should clearly identify the program requirements, rationale for use of
award fee and a discussion on the unsuitability of nore advanced contract types. The
cl earance should include an award fee plan that provides the follow ng informati on as
a mni mum

(1) Title of Fee Determning Oficial and functional makeup of the award fee
boar d;

(2) CGovernment's total estinate, projected base fee percentage and total award
fee pool available. This should address programfunding to ensure funds are
avail able to cover the total estimated cost, base fee and total award fee pool

(3) Contract period of performance, nunber of award fee periods projected, the
I ength of each period, estimated costs to be incurred during each period and the
projected award fee avail abl e during each peri od;

(4) Rationale for selection of contractor perfornance eval uati on categories and
criteria; (NOTE Al CPAF contracts or contracts incorporating award fee provisions
must include a category on cost and criterion for cost control).

(5) Ratings planned under performance evaluation report criteria to include range
of scores that would place a contractor in each rating category and a definition for
each performance evaluation criteria rating;

(6) Identify the planned weighting factors for performance eval uation categories
and criteria in each anward fee period. Explain the rationale for planned wei ghting
factors consistent with program objectives during each period; and

(7) Attach copy of planned award fee provisions to be included in the contract.

SECTION MII1. Pre-negotiation Special Provisions. D scuss any special provision
whi ch may affect price, such as the exanples |isted bel ow

(a) EPA

(b) Covernment Furni shed Equi pnent.

(c) Controverted costs/re-opener clauses.

(d) Unusual contract financing clauses, i.e., mlestone billings, advance paynents
et c.

(e) Small business incentive.

(f) Deviations fromFAR DFARS, NAPS or other DoD or Departnental regulations.
(g) Warranty provisions to include cost benefit analysis.

(h) Design to Cost.

(i) Any non-standard cl ause having significant cost or adm nistrative inpact on
of ferors/contractors (see 5201.304(4)(D).

SECTION I X. Pre-negotiation Gther Information. Address other information pertinent
to the business clearance which is not included in the sections above, such as the
exanpl es |isted bel ow

(a) Covernment Furni shed Equi pnent/ Materi al
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(b) Conparison of pre-position to historical prices in constant and then year
dol | ars.

(c) If applicable, discuss exenption to Buy American Act.

(d) Is data for conpetitive reprocurenent being purchased? D scuss cost, delivery
and whether we are getting unlimted rights or not.

(e) |If converting a Letter Contract or an existing conmtnment give the cost incurred
informati on and state how it was used.

(f) If applicable, discuss the requirenment of FAR 45.306 and 45.307 with regard to
the acquisition of special tooling and special test equi pnent, respectively.

(g) ldentify attendees at pre-negotiation and fact finding session by nane, position
and organi zati on

(h) D scuss extent of DCAA auditor attendance at pre-negotiation and fact finding
sessions, and plans for DCAA auditor attendance at negotiations. Wiere the
contracting officer believes that auditor attendance at negotiation is necessary, and
the auditor has declined to attend, discuss the neasures taken to pursue higher |eve
managenent assi stance in obtai ning auditor attendance.

SECTION X.  Pre-negotiation Attachnment. These shall include the follow ng when
appl i cabl e:

(a) Weighted Quidelines DD Form 1547.

(b) Cost of Money DD Form 1861.

(c) Incentive share arrangenent and/or graph or determ nation provision

(d) Non-standard cl auses affecting price.

(e) "Evaluation for Award" section of the solicitation, if conpetitive.

(f) The conpetitive evaluation with scoring, if used.

(g) The source selection criteria with weights and eval uati on board conposition
(h) Copy of field reports.

(i) Copy of SF 1411 and supporting schedul es or attachnents.

(j) Copy of witten request for DCAA auditor attendance and/or declination of
att endance by DCAA auditor.

(k) For underfinitized contract actions (UCAs), address conpliance with the
l[imtations set forth in DFARS/ NAPS 217. 7404 and provide support for the not-to-
exceed pri ce.

(I') For BQA orders with a not-to-exceed price, address conpliance with the
limtations set forth in DFARS 216. 703 and provi de support for the not-to-exceed
price.

(m For change orders with a not-to-exceed price, address conpliance with 5243. 204-
90 and provide support for the not-to-exceed price.

SECTION XI. Post-negotiati on d earance Conpliances.

(a) COWLIANCES: (If Applicable).

(1) The Contractor has submitted a "Certificate of Qurrent Cost or Pricing Data"
dat ed . (FAR 15. 804- 4)

(2) Type of Contract Determination & Finding Nunber has been approved by the
Contracting Oficer. (DFARS 216.301-3(c) and FAR 16.403(c))

(3) Preaward cl earance for Equal Enpl oynent pportunity conpliance has been
obtai ned (see FAR 22.805) and will be included in the definitive contract file. Yes

__No . If No, explain.
(4) Subcontracting plan is required. (FAR 19.702) Yes No . If no,
expl ai n.

(b) NEGOTI ATI ONS:

(1) Negotiations were conducted with the contractor from t hr ough
The followi ng participated in negotiations.
(2) D scuss attendance/ non attendance of DCAA auditor at negotiation and documnent
any change to plans identified in the pre-negotiation clearance for DCAA auditor
attendance at negoti ati ons.
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SECTION XI'1. Post-negotiation Sunmary.

(a) References and Exhibits/Attachments. List in order as they appear in the body
of the post/negotiation clearance.
(b) Background.

(1) Update events since pre-negotiation clearance approved.

(2) D scuss when pre-negotiation clearance approved, conditions of the approval
how t hese conditions were resol ved and where in the body of the cl earance these
conditions are discussed.

(3) Docunentation as per 5242.191(c)(2)(viii).

(c) Results of Negotiation

(1) Provide a summary conparison in columar format of the respective positions
of contractor(s) proposal (s), audit report, field/technical recomrendation, pre-
negoti ati on objective(s), and post-negotiation position(s), using the SF 1411 and FAR
Tabl e 15-2 el enents of cost.

(2) Discuss rationale for differences in pre-negotiation and post-negotiation
positions.

(3) Include any suppl erental cost data obtained, or a summary thereof, such as
witten docunents or oral presentations of actual cost data (material prices, |abor
hours, |abor rates, overhead rates, etc.).

(4) Include an evaluation of the supplenental data, its effect upon cost trends,
and the degree to which it supports or justifies the prices negotiated with the
contractor.

(5) Include a discussion on the extent to which the contracting officer relied on
cost or pricing data submtted and certified by the contractor. There nust be
sufficient details included in the clearance to avoid difficulties in determning
what cost and pricing data were relied on shoul d defective pricing data be
subsequent |y al | eged.

(6) Address rationale for changes in non-standard cl auses or new non-standard
cl auses added during negotiations. Attach clauses.

(7) For conpetitive acquisitions, discuss source selection evaluation factors and
ot her consi derations whi ch support the award recommendati on

(8) Discuss how any credit for participation in local Private Industrial Councils
(PIQ) under the Job Training Partnership Act is reflected in the agreed upon price.
(d) Auditor Attendance. D scuss extent of DCAA auditor attendance in negotiation
sessions. |If the audit report specifically recommended auditor attendance, but the
contracting officer did not invite the auditor to attend, provide an expl anation for
contracting officer actions.

(e) CQher Information. Provide other information pertinent to the clearance not
previ ousl y addressed.
(f) Attachnments - These shall incl ude:

(1) Certificate of Qurrent Cost of Pricing Data - as required by FAR 15. 804-4.
(2) DD Form 1547.

(3) DD Form 1861.

(4) Incentive share arrangenents.

(5) New or revised non-standard cl auses.

(end of Tabl e 5201-90)
5201. 690- 10 Busi ness cl earance nunbering instructions.
(a) Nunberi ng.

(1) Justifications (required by FAR 6.303), determ nation and findings (D&s)
(required by FAR 6.202 and 6. 302-7) and busi ness cl earances shall be nunbered with
serial nunbers and with synbols as set forth in (b) below Any contracting office
shoul d contact APIA-PP for the assignnent of a synbol nunber, if one has not
previ ously been assi gned.

(2) Wien bot h business cl earances and justifications/D&s are required on a
single contract, the justification/D& shall bear the earlier nunber and the busi ness
cl earance shall bear the sane basic nunber with the addition of a decinal digit. For
exanpl e, on a new contract proposed to be negotiated by NAVAI RSYSCOM the
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justification would be nunber "AIR 10327" and t he busi ness cl earance covering the
request for authority to execute the same contract would be nunber "AIR 10327.1". If
subsequent actions on a contract require either an additional justification/D& or an
addi ti onal busi ness cl earance, any such additional clearance shoul d bear the sane
prefix and basi c nunber plus the next consecutive decinmal digit. The
justification/D& for any particular contract action always bears a | ower deci mal
digit than the business clearance for the same action. (For exanple, after the

NAVAI RSYSCOM contract above was issued and the scope of the contract was changed so
that an amendnent was necessary in an anmount requiring cl earance, then the new
justification would be nunbered "Al R 10327.2" and the busi ness cl earance covering

t hat amendrment woul d be nunbered "AIR 10327.3").

(3) An exception to the rule set forth in (2) above would be in a case of
cl earances proposing contracts negoti ated under the authority of a class
justification. Such business clearances shoul d be assigned new basic nunbers and
should refer to the class justification nunber. For exanple, if NAVAI RSYSCOM
subnmitted a class justification nunbered "AIR 10210" for Project X and this
justification was approved, then when NAVAI RSYSCOM exercises this authority to let a
contract requiring a business clearance, the business clearance woul d be nunbered
with the next unused consecutive nunber in the NAVAI RSYSCOM series which m ght be
"AIR 10285" and would cite the class justification nunber "AIR 10210" as the
authority for contracting by other than full and open conpetition. Any business
cl earance covering a subsequent amendnent to the sane contract shoul d be nunbered
"AIR 10285," plus the appropriate decinal digit, and should always cite the
appropriate class justification nunber.

(4) |If a resubm ssion of any business clearance or any justification (either an
individual or a class) is required, such resubm ssion shall bear the sane prefix and
basi ¢ nunber plus the next appropriate unassigned decinal digit.

(b) Synbols and serial nunbers.

(1) dJdearance synbols for justifications required by FAR 6. 303, determ nation
and findings required by FAR 6.202 and 6.302-7, or business clearance are as foll ows.

Comrand or Ofice Synbol

Naval Acadeny, Annapolis, M AC

Naval Air Systens Conmand Headquarters AR

Avi ation Supply O fice, Philadel phia, PA ASO

Puget Sound Naval Shipyard, Brenerton, WA BR

Charl eston Naval Shipyard, Charleston, SC C

Carderock Division, Naval Surface Warfare Center, CAR
Bet hesda, MD

Naval Air Station, Corpus Christi, cC

Naval Supply Center, Charleston, SC CH

Naval Air Warfare Center, \Wapons Divi sion, CcL
Chi na Lake, CA

Crane Division, Naval Surface Warfare Center, Grane, IN CR

Dahl gren Division, Naval Surface Warfare Center, DL
Dahl gren, VA

Naval Facilities Engi neering Conmand Headquarters FAC

Naval Ship Repair Facility, Quam Mariana Island €V

Naval Supply Depot, Guam Mariana Island GUAM

Port Huenene Division, Naval Surface Warfare HUE
Center, Port Huenene, CA

I ndi an Head Division, Naval Surface Warfare Center, IH
I ndi an Head, MD

Naval Air Warfare Center, Aircraft D vision, | ND
I ndi anapolis, IN

Naval Command, Control and Ccean Surveill ance | SE

Center, West Coast In-Service Engineering Division,
San D ego, CA
I nformati on Technol ogy Acquisition Center, | TAC
Washi ngt on, DC
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Naval Supply Center, Jacksonville, FL JAX

Naval O dnance Station, Crane D vision, Naval KY
Surface Warfare Center, Louisville, KY

Naval Air Warefare Center, Aircraft D vision, LAK
Lakehurst, NJ

Naval Regional Contracting Center, London Detachment LON

Headquarters, United States Marine Corps MC

Mari ne Corps Systens Command MCSC

Mlitary Sealift Conmmand MBC

Naval Air Warfare Center, \Wapons Division, MJ
Pt. Migu, CA

Naval Regional Contracting Center, Naples NAP

Naval Command, Control and Ccean Surveill ance NCCsC

Center, Research, Devel opnent, Test and
Eval uati on Division, San D ego, CA

Navy Exchange Command, Staten Island, NY NEX
Naval Supply Center, Norfolk, VA NF
Navy Cceanographic Ofice, Bay St. Louis, M NHO
Naval Mlitary Personnel Comrand NVPC
Strategic Systens Project Ofice NOSP
Navy Petrol eum Ofice, Al exandria, VA NPETCFF
Naval Research Laboratory, Washi ngton, DC NRL
Naval Supply Center, Puget Sound, Bremrerton, WA NSC, BR
Naval Training System Center, Ol ando, FL NTSC
Naval Undersea Warfare Center D vision, Newport, R NUNC
Naval Supply Center, QGakland, CA QAK
Ofice of Naval Research ON\R
Port smout h Naval Shi pyard, Portsnouth, NH P
Coastal Systens Station, Dahlgren D vision, Naval PAN
Surface Warfare Center, Panama Gty, FL
Naval Air Station, Patuxent River, M PAX
Naval Supply Center, Pensacola, FL PEN
Naval Supply Center, Pearl Harbor, H PH
Naval Regional Contracting Center, Philadel phia, PA PHL
Naval Air Warfare Center, Aircraft D vision, PR
Pat uxent R ver, M
Naval Regional Contracting Center, San D ego SAN
Naval Regional Contracting Center, San D ego, SAN LB
Long Beach Detachrent, Long, Beach, CA
Naval Regional Contracting Center, San D ego, SAN M
Mare |sland Detachrment, Vallejo, CA
Naval Supply Center, San D ego SD
Naval Sea Systens Command Headquarters SEA
Space and Naval Warfare Systens Commrand Headquarters SPAVAR
Ships Parts Control Center, Mechani csburg, PA SPCC
Navy Supply Depot, Subic Bay SUB
Naval Regional Contracting Center, Washi ngton, DC WA
Naval Air Warfare Center, Aircraft D vision, WAR
Warm nster, PA
Naval Surface Wapons Center, Dahl gren D vi sion, WOL
Det achmrent Waite CGak, Silver Spring, M
Naval Supply Depot, Yokosuka, Japan YK

(2) The initial serial nunber to be used by all above-listed activities on
justifications, determnation and findings, or business clearances is 10,000. All
subsequent justifications, determ nation and findings, or clearances are to be
nunber ed consecutively in the 10,000 series without regard to date of subm ssion.
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5201.691 Tuition for civilian employee training.

Contracts which require the paynment of tuition for civilian enpl oyees from
appropriated funds shall include a proper reference to the authority approving the
tuition payment. dvilian Personnel Instruction (CPl) 410.6 dated 1 November 1988
i ncl udes procedures which will be followed when requesting this approval and when
provi ding training under the procedures established for DD 1556, "Request,

Aut hori zation, Agreenent, Certification and Reinbursenent.” The Contracting O ficer
is responsible for ascertaining, prior to execution, that each proposed contract
requiring the Covernnent to pay tuition for civilian enployees is within the scope of
such approval .

5201.692 Procurement Management Review.
5201. 692-1 Pur pose.

(a) SECNAVI NSTs 4200. 25C dated 17 Decenber 1984 and 5400. 15 dated 15 August 1991
assign responsibilities and set forth procedures for the operation of the Procurenent
Managenent Revi ew program

(b) The objective of the programis and effectiveness of the Contract Managemnent
process for both contracting and contract admnistration functions. Procurenent
managenent revi ews shall be used both to ensure individual activity conpliance with
established criteria and to inprove policies and procedures. The PMR programis
utilized to assist the ASN (RD&A) in his role as the Navy's Seni or Procurenent
Executive by perform ng such tasks as:

(1) Evaluating the performance of the procurement systemand certifying to the
Secretary of the Navy that the procurenent systemneets established criteria;

(2) Evaluating the training and career devel opment of the procurenent workforce;
(3) Evaluating the effectiveness of conpetition initiatives; and

(4) Evaluating criteria for the designation of contracting officers and their
representatives.

(c) The interimDoD Manual (January 1984) for the Defense Acquisition Managemnent
Revi ew Programw || be used as the guideline for the conduct of reviews.
Recomrendat i ons shall be categorized as those related to broad procuremnment policy
i ssues; and those that are procedural (i.e., unique to a particular buying activity).

5201.692-2 Responsibilities
(a) The API A-PP shall:
(1) Conduct the procurenent nanagenent review programfor the NSPE
(2) Conduct PMRs of the contracting operations of the Systens Commands; MSC
O fice of Naval Research; Headquarters U S. Marine Corps; Mrine Corps Research,
Devel opnent and Acqui sition Conmand; Naval Tel ecommuni cati ons Conmand; and ot her Navy
contracting activities designated by higher |evel authority.
(b) HCAs are responsible for PMRs of their field contracting activities.
(c) The Commander, Naval Supply Systens Commrand ( COMWNAVSUPSYCOM) is responsible
for PMRs of Navy Field Contracting Systemactivities, and other activities as
directed by APl A-PP or higher level authority.

(d) Fleet and Type Commanders are responsible for PMRs of afloat units. Such
reviews nay be a part of regularly schedul ed Supply Managenent |nspections (SMs).

5201. 692-3 PMR requiremnents.
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(a) Each contracting activity assigned PVR responsibility shall:

(1) Designate and identify to APl A-PP one person to serve as focal point for all
PMR mat ters.

(2) Prepare and naintain, on an annual basis, a schedul e of reviews including
pl anned revi ew dates. Each year, provide a copy to APl A-PP by 15 August. Forward
revisions, as they occur, for activities with greater than $25, 000 procurenent
authority.

(3) Conduct PMRs of contracting activities at |east every three years but
preferably on a two year cycle or nore frequently if necessary. Copies of PMR
reports of activities with contracting authority greater than $100,000 wll be
furni shed to API A-PP as they are conpl et ed.

(4) Ensure tinely inplenmentation of PMR recomrendati ons under their cognizance
and performfoll owup reviews to ascertain progress in correcting problens. Ensure
satisfactory resolution of all PMR recomrendati ons.

(5) Upon a determi nation of an unsatisfactory condition in a procurenent
operation (i.e., small purchase, |arge purchase, contract adm nistration, etc.)
resulting froma PMR the reviewing entity shall submt copies of the report to the
HCA with copies to the organization's |line chain of command with a recomendation for
adjustnent to the activity's contracting authority (i.e., limt, reduce, or revoke).
The HCA shall take action as appropriate including adjusting contracting authority.
The HCA will then cause a formal followup reviewto be made within 60 days to
determne if/when full authority can be restored. The HCA shall insure contracting
support is provided when reductions/revocati ons are inposed. Copies of all
correspondence relating to natters under this subparagraph shall be forwarded to
APl A- PP.

(6) Submt annually to APl A-PP by 15 Novenber, a summary of significant PMR
fi ndi ngs, recommendati ons nade, recommendati ons inplenented, and the degree of
success of each. The summary shoul d al so contain recomended policy or procedural
changes which could result in the reduction of acquisition costs and inprovenent in
the acqui sition process.

(7) Provide ad hoc assistance as requested by APl A-PP for Joint Service Reviews
of Defense Agencies and Navy reviews requiring additional technical expertise.

SUBPART 5201.7--DETERMINATIONS AND FINDINGS

5201.707 Signatory authority.

5201. 707-90 Processing of Secretarial determnation.

Each Request for Secretarial determnation required by FAR or DFARS shall be
subnmitted to APIA-PP in the formof a determnation and findings.

5201. 707-91 Legal review

Each determ nation and findings (D&), including class D&s where authorized, shall
be reviewed by counsel for formand legality before the signature is obtained.
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PART 5202
DEFINITIONS OF WORDS AND TERMS

SUBPART 5202.1--DEFINITIONS

5202.101 Definitions.

"APl A- PP* means the Deputy for Acquisition Policy, Integrity and Accountability;
Ofice of the Assistant Secretary of the Navy (Research, Devel opnent and
Acqui sition).

"APl A- PP" means the Director, Procurenent Policy; Ofice of the Deputy for
Acquisition Policy, Integrity and Accountability; COfice of the Assistant Secretary
of the Navy (Research, Devel opnent and Acquisition).

"ASN(FM " means Assistant Secretary of the Navy (Fi nancial Managenent).

"ASN(RD&A) " means Assistant Secretary of the Navy (Research, Devel opnent and
Acqui sition).

"CCO' neans the Chief of the Contracting Ofice". The CCOis the official who has
overall responsibility for managing the entire contracting office and includes the
principle deputy to such official.

"Deputy/ Assi stant Commander for Contracts" nmeans the Deputy or Assistant Conmander
for Contracts at a Systens Command or their equivalent at the Headquarters, Naval
Facilities Engi neeri ng Comrand; Headquarters, United States Marine Corps,
Headquarters, Marine Corps Research, Devel opnent and Acquisition Command; O fice of
Naval Research; Mlitary Sealift Command; Strategic Systenms Prograns; and the
I nformati on Technol ogy Acquisition Center. It also includes the principal deputy for
these officials.

"Director, SADBU' neans the Director, Snall and D sadvantaged Business Wilization,
Ofice of the Under Secretary of the Navy.

"DRPM neans Direct Reporting Program Manager.

"MBC' neans the Mlitary Sealift Comrand

"NAE' neans the Navy Acquisition Executive. ASN (RD&A) is the NAE. "NAVAI RSYSCOM
nmeans the Naval Air Systens Command

"NAVFACENGCOM' neans the Naval Facilities Engi neeri ng Comrand.

"NAVSEASYSCOM' neans the Naval Sea Systens Comrand.

"NAVSUPSYSCOM' neans the Naval Supply Systens Command.

"Navy or DoN' means the Departnent of Navy including the Marine Corps, unless
ot herwi se specified.

"NFCS' neans the Navy Field Contracting System (see 5201. 601-90(d) .

"NSPE' neans Navy Seni or Procurement Executive. ASN(RD&A) is the NSPE

"PEO' neans Program Executive O ficer.

" SPAWARSYSCOM' neans Space and Naval Warfare Systens Commands.

"USD(A) " means Under Secretary of Defense (Acquisition).

"USD(A) DDP' means Under Secretary of Defense (Acquisition), Drector, Defense
Procur enent .
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PART 5203
IMPROPER BUSINESS PRACTICES AND PERSONAL CONFLICTS
OF INTEREST

SUBPART 5203.1--SAFEGUARDS

5203.101 Standards of conduct.
5203.101-1 Ceneral
(1) Navy contracting activities, purchasing offices and contract adm ni stration
offices shall establish controls to ensure that a single individual perfornms only one
of the follow ng functions:
(i) initiation of the requirenent;
(ii) award of contract or placenent of order; and
(iii) receipt, inspection, and acceptance of supplies or services.
(2) If circunstances preclude an individual fromperformng a single function

as a mnimum the individual responsible for the award of a contract or placement of
an order shall not performthe receipt, inspection and acceptance function

5203.104 Procurement integrity.
5203.104-9 Certification requirenents.
(f) Exceptions to certification requirenents.

(2) Contracting officers shall submt requests for waiver to APIA-PP via the

5203.104-11 Processing violations or possible violations.

(a) (1) The CCO without power to redesignate, is designated to review and concur
or nonconcur with the contracting officer's conclusion that there is no inpact on the
pr ocur enent .

(b) (3) and (4) Advise APIA-PP if a crimnal investigation has been initiated or a
vi ol ati on has occurred.

SUBPART 5203.2--CONTRACTOR GRATUITIES TO GOVERNMENT
PERSONNEL

5203.203 (DFARS 203.203) Reporting suspected violations of the Gratuities
clause.

SECNAVI NST 5430. 92A date 20 August 1987 assigns responsibilities to counteract
fraud, waste, and related inproprieties within the DoN

(S90) ASN(RD&A) nay establish, as appropriate, a board to give notice of
hearings, to conduct hearings and to nmake findings of fact and recomrendati ons. The
Board shall consist of a chairperson, an attorney, and one other nenber. The
Secretary of the Navy will nake the final decision as to what remedi es the Governnent
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may pursue in the event of an infraction of the Gratuities clause is found to have
occurred.

SUBPART 5203.5--OTHER IMPROPER BUSINESS PRACTICES

5203.5-90 Fraud, waste and other improprieties.

HCAs shall: (a) conply wth SECNAVI NST 5430. 92A dated 20 August 1987 to ensure
integrity in the acquisition process;

(b) identify for special managenment attention those positions requiring continued,
cl ose association with the contractor or the contractor's representatives and
i nvol ving duties or decisions which strongly affect the contractor's interest; and

(c) take pronpt admnistrative steps or assist appropriate authorities in crimna
or civil actions against mlitary and civilian personnel involved in fraudul ent
activities. Provide necessary assistance and information in reply to inquiries
concer ni ng suspected w ong-doi ng or abuse of authority. Cooperate with the Federal
Bureau of Investigation and the Naval |nvestigative Service.

SUBPART 5203.6--CONTRACTS WITH GOVERNMENT EMPLOYEES
OR ORGANIZATIONS OWNED OR CONTROLLED BY THEM

5203.602 Exceptions.

The HCA is the agency head' s designee, without power of redesignation, to authorize
exceptions.



NAVY ACQUISITION PROCEDURES SUPPLEMENT PAGE 34

PART 5204
ADMINISTRATIVE MATTERS

SUBPART 5204.2--CONTRACT DISTRIBUTION

5204.201 Procedures.

Navy contracting activities located in the netropolitan Washington, D.C area are
required to deliver accounting copies of contracts and nodifications to the Nava
Regi onal Finance Center (Code 40) within two working days after execution

SUBPART 5204.6--CONTRACT REPORTING

5204.600 (DFARS 204.600) Scope of subpart.

Contract reporting on the DD Form 350 and DD Form 1057 will be in accordance with
the policies and procedures promnul gated by the Deputy Commander for Contracting
Managenent, NAVSUPSYSCOM (see NAVSUPI NST 4200. 86A dated 28 May 1991).

SUBPART 5204.8--CONTRACT FILES

5204.802 (DFARS 204.802) Contract files.

(2) Oficial record copies nay include conputer generated docunents prepared
within the contracting activity to request and support individual contracting
actions. However, the autonated system generating such docunents shall contain
internal control mechani snms and controll ed access features sufficient to provide the
review, approvals, checks and bal ances nornally associ ated wi th nanual systens of
operati on.

SUBPART 5204.70--UNIFORM PROCUREMENT INSTRUMENT
IDENTIFICATION NUMBERS

5204.7003 Basic PIl number.

5204.7003-1 HE enents of nunber
(a) (3) The capital letter "G shall be assigned to the ninth position of the
basic PII Nunmber for Educational Service Agreements (ESAs) (see DFARS 237.72).

SUBPART 5204.90--HCA CONTRACTING WORKLOAD RECORDS

5204.9000 Policy.

HCAs shall ensure that records are maintained that include information on
undefinitized changes, maxi mumpriced orders, letter contracts, contract
adm ni stration services, and general contracting workl oad.
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PART 5205
PUBLICIZING CONTRACT ACTIONS

SUBPART 5205.3--SYNOPSES OF CONTRACT AWARDS

5205.303 (DFARS 205.303) Announcement of contract awards.

(a) Public Announcenents.

(i) Letter contracts and advance acquisition contracts with a ceiling anmount
of $5 mllion or nmore are to be announced at the ceiling anount at the tine of
i ssuance of the contract.

(i) (A Wen a Contract Admnistration Ofice (CAO is to issue an order or
nmodi fication that requires announcement, the Navy requiring activity is responsible
for the announcenent.

(ii) (A Submt announcerent information (in duplicate) to the Navy Chief of
I nformati on (CH NFO) .

(i) (D (5 Mscellaneous data.
(S 90) Include

(a) a statenment that the information contained in the announcenent is
uncl assi fi ed,;

(b) any areas of possible sensitivity high I evel interest;

(c) indication of appropriate coordination to insure the accuracy of
the wordi ng and data to be rel eased.

(d) Five copies of the announcenent.

(S 91) Security review Routine contract announcenents are exenpt from
the security review process. However, full security reviewis required for contract
announcenent s whi ch are acconpani ed by anplifying press rel ease.

(S92) Format. To provide for a better understanding by the public,
contracting activities shall explain in public announcements the specific type of
contracting action being awarded (i.e., state that the Navy has awarded a "contract",
exercised a "contract option" or negotiated a "change" to a contract). Sanple
formats of announcements are illustrated below Formats may be altered to suit the
ci rcunstances of the contracting action.

(i) Contract change (Name of contractor, city, state) is
recei ving nodi ficati on nunber to previously awarded Contract No.
i ssued by the (activity) . This change
i ncreases the value of the basic contract by $ , the new total value
is $ Insert one of the following as appropriate:
(A) This change adds the (# of increment, i.e., second, third, etc.)
increment of the (length of multi-year contract, i.e., three, four, etc.) year multi-

year basic contract.

(B) This change provides for the purchase of an additional quantity of
(quantity and item e.g., 500 wi dgets) being produced under the basic contract. (If
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appropriate, indicate that the contracting action is the result of a conpetitive
negoti ated procurenent).

(© This change provides for the exercise of an option for an additional
quantity of (quantity and item e.g., 200 gadgets) being produced under the basic
contract.

(D) This change provides for the purchase of an additional (quantity and

item purchased). The contractor indicates that the work (is being) (wll be)
performed at (city and state).

SUBPART 5205.4--RELEASE OF INFORMATION

5205.404 Release of long-range acquisition estimates.
5205.404-1 Rel ease Procedures.
(a) Application. The HCA is the agency head' s designee for rel ease of |ong-range

acquisition estinates. Public release of |ong-range procurenent estimates shoul d be
considered for all contract actions expected to exceed $1 mllion in a fiscal year

SUBPART 5205.5--PAID ADVERTISEMENTS

5205.502 (DFARS 205.502) Authority.
(a) Newspapers.

(i) Delegation of authority to approve the publication of paid advertising
for civilian personnel purposes is set forth in SECNAVI NST 12330.2. HCAs may
del egate the authority to approve the publication of paid advertising i n newspapers
for all other purposes to an individual not belowthe |level of the COO  The HCA or
designee is authorized to assign all admnistration duties entailed in authorizing,
ordering and certifying for payment, including execution of the advertising order
Any such assignment nmust be in witing, nade by name or position, nay not be
redel egated, and nust set forth the extent of the adm nistrative duties involved and
aut horized to be performed.
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PART 5206
COMPETITION REQUIREMENTS

5206.003 Definitions.

"Procuring activity". Al Navy activities with (i) a designated conpetition
advocate and (ii) a contracting office with contracting authority in excess of
$100, 000 shall be considered a "procuring activity" solely for the purpose of
enabling their designated conpetition advocate to exercise the justification approva
authority provided by FAR 6.304 (a) (2).

SUBPART 5206.2--FULL AND OPEN COMPETITION AFTER
EXCLUSION OF SOURCES

5206.202 (DFARS 5206.202) Establishing or maintaining alternative sources.
(b) (1) D&Fs shall be signed as follows:

(i) For a proposed contract not exceedi ng $10, 000,000, the approval level is
the HCA or a designee who

(A If a menber of the armed forces, is a general of flag officer; or

(B) If acivilian, is serving in a position in grade GS 16 or above under
the General Schedule (or in a conparable or higher position under another schedul e).

(ii) For a proposed contract over $10, 000,000, the approval level is the
NSPE.

SUBPART 5206.3--OTHER THAN FULL AND OPEN COMPETITION

5206.303 Justifications.
5206. 303-1 (DFARS 206.303-1) Requirenents.
(b) HCAs shall specify the review and approval |evels that technical and
requi renents personnel must obtain before submtting a recomendation for other than
full and open conpetition to the contracting officer
5206. 303-2 Content.

(a) Each justification also shall include:

(i) A statement of delivery requirements (e.g. include a list of ships and/or
shore activities and required delivery dates for each).

(ii) The total estinated dollar value for the acquisition(s) covered by the
justification. The estimated dollar value should be identified by fiscal year and
appropri ation.
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(iii) Reference to the approved AP, when the acquisition(s) covered in the
justification nmeet the criteria/thresholds for a witten AP (see DFARS 207.103 (c)).
In addition, a copy of the approved AP shall be attached to each justification
requi ring NSPE approval at the time the justification is submtted to APl A-PP by the

contracting activity. |If the cost information contained in the approved AP is not
current and conplete at the time the approval, then a revised cost information sheet
shal | be provided concurrent with, but not contained in, the justification. |If the

other information contained in the approved AP is not current and conplete at the
tinme the justification is submtted for approval, AP revisions shall be provided in
accordance with 5207.104 (a).

(iv) In the case of spare and repair parts acquisitions, docunentation that
speci fications was conducted to ensure that the specifications reflect the m ni mum
requi renents.

5206- 303-90 Fornat .

(a) Justifications shall be prepared in letter format on contracting activity or
contracting office letterhead. Information required shall be in the sequence set
forth in 6.303-2 of the FARNAPS. Al itens shall be included in their proper
sequence. Those determined to be not applicable should cite a "N A" along with bri ef
supporting rational e unl ess the reason for nonapplicability is self-evident.
Certification and approval signatures shall be provided at the end of the text as set
forth bel ow (no other certification/approval signatures are required). However, the
techni cal and requirenments certification need not be included in the justification
when the justification contains a statenment that any technical or requirenents
supporting data used to forma basis for the justification has been certified as
conpl ete and accurate by cogni zant technical/requirements personnel

(b) TECHN CAL AND REQU REMENTS CERTI FI CATI ONS (see FAR
6.303-2(b)):

| certify that the facts and representati ons under ny cogni zance whi ch are incl uded
inthis justification and its supporting Acquisition Plan No
and which forma basis for this justification are

conpl ete and accurate.

Techni cal Cogni zance
(Si gnature)

Nane and Title Code Phone Dat e

Requi renent s Cogni zance
(Si gnature)

Nane and Title Code Phone Dat e
(c) OONTRACTI NG OFFI CER CERTI FI CATI ON (see FAR 6.303-2(a) (12)):

| certify that this justification, including its supporting Acquisition Plan No
, is accurate and conplete to the best of ny

know edge and bel i ef.

(Si gnature)

Name and Title Code Phone Dat e
(d) APPROVAL BLOCK (see FAR 6.304 and DFARS 206. 304 for Approving Oficial):

APPROVED:

Name and Title Dat e
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5206. 303-92 Revi ew.

(a) Each justification shall be reviewed by counsel for |legal sufficiency prior to
its submi ssion for approval. The counsel for the contracting activity preparing the
justification is responsible for the review HCAs shall establish review procedures
for field purchasing activities w thout assigned counsel

(b) Each justification requiring approval by the NSPE shall be forwarded as an
enclosure to a brief transmttal letter prepared on the contracting
activity/contracting office letterhead (an original and 5 copies shall be submtted).
The transmttal letter shall be addressed to API A-PP and shall be signed by the HCA
The HCA may del egate this signature authority (without power of redelegation) to an
i ndi vi dual not bel ow the |evel of the Deputy/Assistant Comrander for Contracts.

5206.304 Approval of the justification.

(c) (1) dass justifications shall be approved in the same nanner as individua
justifications with the same approval threshold. The cumul ative dollar val ue of al
actions contenpl ated under the class justification will be used to determne the
approval authority for the class justification

(2) The following are exanples, not intended to be all inclusive, of appropriate
class justifications:

(i) A basic ordering agreenment (BOA) including all orders to be issued
thereunder for the termof the BOA (e.g., spare parts);

(ii) Two consecutive fiscal years' production requirenents for a weapon system
i ncl udi ng procurenment of long lead time itens for future years of production. Navy
policy istolimt the period of these class justifications to no nore than two
years' requirenments for deliverable end itens, except for authorized multiyear
procurenents (there is no prescribed time limt for long lead tine itens); or

(iii) Contracts to be awarded to nmore than one contractor to provide G-E for
assenbly into an end item such as a mssile. In such cases the circunstances of the
class justification must justify all contracts proposed thereunder

(3) A duplicate original copy show ng approval signature shall be made a part of
the file of each acquisition covered by the class justification

(4) Were the dollar value of the proposed contract, at the tinme of contract
awar d, exceeds the dollar threshold of the original approval authority, new
justification approval must be obtained fromthe appropriate approval authority.
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PART 5207
ACQUISITION PLANNING

SUBPART 5207.1--ACQUISITION PLANS

5207.103 (DFARS 207.103) Agency-head responsibilities.

(c) (i) Witten acquisition plans (APs) shall be prepared by DoN contracting
activities for all acquisitions involving the devel opnent, production, or support of
weapon systens, subsystens, or equipnents which meet or exceed the threshold of DFARS
207.103(c) (i) unless otherw se exenpt. APs shall be prepared in accordance with the
QASN (S&L) Acquisition Planning Quide dated 1 Novenber 1988. A new ASN(RD&A) gui de
is expected to be avail able by March 1992.

(d) Exanples of program based APs include, but are not limted to, aircraft;
hel i copters; drones and targets; mssiles; |aunchers; tracked and wheel ed vehi cl es;
gui ded nuni tions; bonbs; guns; m nes; torpedoes; radars; surveillance, conmand,
control and comuni cation; electronic warfare; propul sion; radi o/ navigation
astronautics and spacecraft; telemetry; photographic and et eorol ogi cal equi prents;
tactical conputers and associ ated software; FIP resources; and rescue, safety and
survival equi pnents.

(i) APs shall be prepared for the acquisition or conversion of naval vessels,
smal | vessels and crafts (including MSC vessel s/craft); depot |evel repair or
nodi fication of aircraft; ship chartering; and ocean shipping. Support equi pnent
(e.g., ground support equiprent), stowage and handl i ng equi prrent, and trai ning
devices also require witten APs; but, if appropriate, individual acquisitions may be
included in a program AP (see DFARS 207.103 (d)). Contractor support services (e.g.
engi neering and techni cal services; managenent and professi onal support services;
base operating services; etc.) also require witten APs. In addition, APs are
required for all other services acquisitions in support of devel opment/production of
systens, subsystens, and equi prent, or which provide assistance to a functiona
organi zati on whi ch supports nultiple systens or prograns. Pl anning for these
services may be included in a program AP. Witten APs are also required prior to any
substantive internal Covernnent effort that woul d preclude contractor support or
ot her procurenent strategies (e.g., internal Navy ship prelimnary design and/or
contract design).

(ii) APs are not required for the following: mlitary construction; conmerci al
items sold in substantial quantities to the general public; spare and repair parts;
itenms of supply which are nmanaged on a national basis where requirements are conputed
in accordance with established DolY DoN i nventory managenent policy/regul ation
overhaul and/or nodification of naval vessels, snall vessels and crafts (including
M5C vessel s/crafts); overhaul and/or nodification of engines; operation and
mai nt enance of weapon test/training ranges; ocean towage; Commercial Activities;
archi tect-engi neer; major station maintenance and repair; and conponent
over haul / mai nt enance/repair at the depot, internediate or organizational |evels.

(g) (i) Acquisition Plans shall be approved by cogni zant Program Executive
Oficers (PEGs), Direct Reporting Program Managers (DRPMs) or HCAs, or their
desi gnees.

(g) (ii) For all Acquisition Category (ACAT) prograns, an Acquisition Strategy
Report (ASR) mnust be approved by the M| estone Decision Authority (MDA) in advance of
any AP approval. DoD Instruction 5000.2 dated 23 February 1991 (Part 11, Section D)
states that the AP "... nay not be approved until the Acquisition Strategy Report has
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been approved by the m |l estone decision authority.” In addition, the AP nust
i ncorporate the approved acquisition strategy.

(g) (iii) APs nmust be approved prior to the comrencenent of substantive Government
internal effort that woul d preclude contractor support or other procuremnment
strategies. For exanple, the decision to conduct ship prelimnary design and/or
contract design internally is a strategy that nust be endorsed not just prior to the
ultimate procurenment, but rather as a part of the AP prior to commencenent of this
i nternal Navy work

(g) (iv) APs shall be signed by the cognizant PEQ DRPM HCA or desi gnee, the program
manager, the CCO and the contracting officer. However, for APs prepared by a
NAVSUPSYSCOM fi el d contracting activity, the programnanager fromthe activity in
whi ch the requirement originated shall provide the program manager signature and the
Comrander, NAVSUPSYSCOM or desi gnee shall provide the HCA signature.

5207.104 General procedures.

(a) AP revisions should coincide with najor programevents (e.g., Defense
Acqui sition Boards (DABs), Acquisition Review Boards (ARBs), Navy/Marine Corps
Program Deci si on Meetings (N MCPDMs) etc.) and the transition fromone phase to
anot her (e.g., engineering and manufacturing devel opnent to production and
depl oynent). Dependent upon the extent of the revisions, AP revisions nay be
subnmitted in either nmemorandumformat, as change pages to the initial AP, or as a

conmpletely revised AP. D scuss only those programmatters that have changed. |If the
change pages are used, the revised pages should be dated on top and the changed
passages should nornally be marked with a vertical line in the right-hand nargin. If

the AP revision is a major revision due to significant programchanges, it requires
the same fornal review as the initial AP. For less than najor revisions, review
shoul d be confined to activities responsible for the particular functional area(s)
bei ng changes.
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PART 5208
REQUIRED SOURCES OF SUPPLIES AND SERVICES

SUBPART 5208.8--ACQUISITION OF PRINTING AND
RELATED SUPPLIES

5208.801 Definitions.

"Duplicating” includes and applies to the limted production of end itens by use of
certain types of equiprment as cited on DoN publications and Printing Service
directives. No nore than 5,000 8 1/2 x 11 inch production units may be duplicated of
any one page (one side of one sheet). Duplicating of end itens consisting of two or
nore pages may not exceed 25,000 8 1/2 x 11 inch production units in the aggregate.
The content, editorial and physical format, and distribution of duplicated itens
shall be in accordance with public | aw and regul ati ons governing printed itens.

"Publications" include, but are not linted to, end itens of printing as defined
herein, and any book, panphlet, directive, form manual, folder, brochure, periodica
magazi ne, newspaper, mcrocard or other mcroform technical report, chart, poster
map, draw ng, tag, placard or bl ankbook, printed by or for the DoN regardl ess of
content, format quantity, distribution, or intended end use. (Exception
Publ i cati ons produced by suppliers and regularly carried as stock itens for
comrercial sale or use are not included in this definition).

5208.802 Policy.

(a) Publications and printing may not be procured as an integral part of a DoN
contract or grant unless authorized by the Congressional Joint Committee on printing
or unl ess a waiver has been obtained fromthe Public Printer (Governnment Printing
Ofice).

(b) Responsibility for initial determnation on the necessity for authorizations
or waivers, and for dealing with the Congressional Joint Coomittee on Printing and
the Public Printer on matters relating to publications and printing, is vested in the
Director, Navy Publications and Printing Service.

SUBPART 5208.70 (DFARS 208.70)
--COORDINATED ACQUISITIONS

5208.7002 (DFARS 208.7002) Assignment authority.

(a) Responsibilities under coordinated acquisition

Wien the DoN has received a contracting assi gnnent under the DCD Commodity
Assi gnment Program the Comrander, NAVSUPSYSCOM wi || assign contracting
responsibilities to a particular contracting activity.
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SUBPART 5208.90--SERVICES OF SHIPS AND CRAFT

5208.9000 Services of ships and craft for other than transportation.

M5C shal | purchase or otherw se provide for DoN activities, as requested, the
services of ocean-goi ng ships and craft (excluding harbor craft) for purposes ot her
than transportation such as oceanographi c research and survey incl udi ng underwat er
research; cable laying; repair facilities; and range instrumentati on. Requirenents
for such services or ships, except those nmet by ships and craft organic to the
Mlitary Services and those required in the installation phase of a systemby the
systens contractor, shall be placed upon MSCin a timely nanner to permt maxi mum
conpetition.

5208.9001 Charter or Sublet of Government Owned Research Ships.

The Chief of Naval Research is responsible for DoN charter party agreenents wherein
DoN owned oceanogr aphi c research ships are | eased to research institutions for the
performance of contract research

SUBPART 5208.91--AUTOMOTIVE, CONSTRUCTION, AND MATERIALS
HANDLING EQUIPMENT

5208.9100 Scope.

This Subpart assigns responsibilities and establishes basic policies pertaining to
all phases of autonotive transportation and all types of autonotive, construction
and naterials handling equipnent. It does not cover autonotive, construction, and
materi al s handl i ng equi pment in war reserve stocks intended for use at advanced bases
or in training exercises.

5208.9101 Definitions.

Aut onotive vehicles includes trailers and all self-propelled nmotor vehicles
desi gned for highway or cross-country operations. Specifically included are buses,
sedans, trucks, carryalls, station wagons, anbul ances, refuelers, defuelers, truck
trailers, and structural firefighting and aircraft firefighting and rescue operation
t rucks.

Construction and wei ght handling equi pnent includes all mobile or transportable
mechani cal equi prent used in the construction, alteration, and naintenance of
bui | di ngs, roads, or other real property. Included are nobile power shovels, nobile
cranes, road rollers, craw er tractors, earthnoving scrapers, snowl ows, conpressors,
generators, street and runway sweepers, and industrial tractors. Gntry/porta
cranes, overhead traveling electric cranes, and floating (YD) cranes are excl uded.

Mat eri al s handl i ng equi prent includes all self-propelled and conveyor equi pnent
normal |y used in storage and naterials handling operations in and around warehouses,
shi pyards, industrial plants, airfields, nmagazi nes, depots, docks, termnals and on
board ships. Included are warehouse tractors, forklift trucks, rough terrain
forklift trucks, platformtrucks, straddle carrying trucks, industrial cranes, and
autonated material handling systens including, but not limted to, gravity and
power ed conveyors, storage retrieval machi nes, manual or guided-wire stock sel ector
vehi cl es and el ectronically gui ded warehouse tractors. Al so included are driverless
tractor systens, stock sel ector systens, storage retriever systens, stacker crane
systens, pallet novenent systens, and intra-depot transporter systens for warehouse
applications. Construction and gantry/portal cranes, overhead cranes, and
nonport abl e shi pboard conveyor systens are excl uded.



NAVY ACQUISITION PROCEDURES SUPPLEMENT PAGE 44

Speci al i zed equi pnent i ncl udes equi prrents defined as special purpose itens procured
for predom nate use to support a specific equi pnent, ship, weapon system or mssion
under the managenent control of a specific bureau or command and where the design
operation, utilization, or logistics support nust be closely integrated with the
equi pnent, ship weapon system or mssion it supports.

5208.9102 Responsibilities.

(a) The MNarine Corps shall provide funds for the procurenent, and adm nister the
assignnent, utilization, and mai ntenance, of all equiprment covered by this subpart
whi ch the Marine Corps nay require, except for procurenent of anbul ances.
Procurenent of Gvil Engi neer Support Equi pment (CESE) and Material s Handling
Equi prrent at Marine Corps Air Stations is the responsibility of the Marine Corps.
Al'l other equipment, except equipnent peculiar to the Marine Corps, is the
responsi bility of the Navy.

(b) NAVFACENGCOM has the fol l owi ng responsibilities for the DoN with respect to
aut onot i ve vehicl es, construction equi pnment, and standardi zed aut onoti ve conponents
of specialized types (where specifically indicated, these responsibilities apply al so
to autonotive vehicles and construction equi pnent used by the Marine Corps):

(1) Providing funds for the procurenent, and adm ni stering the assignment and
utilization, of all passenger carrying vehicles in accordance with the mlitary
requi renents established by CONO

(2) Establishing and promul gating standards for operation and genera
utilization;

(3) Preparing and promul gati ng mai nt enance st andards;

(4) Administering public laws relating to:

(i) Commercial type and school bus operations (including Marine Corps);

(ii) Oficial use of Government-owned and operated notor vehicles including
passenger cars (applies to Marine Corps for field status determinations only); and

(iii) The sale and repl acement of used autonotive vehicles, construction
equi pnent and speci al i zed types.

(5) Mintaining current and conplete files and records for all activities,
ashore and afl oat;

(6) Assigning registration nunbers;

(7) Establishing criteria for replacenent and retirenent;

(8) Devel opi ng and promul gati ng specifications;

(9) Acting upon procuremnent requests including those of the Marine Corps,
transmtting themto the contracting activity designated by higher authority;

(10) Establishing standards for qualifications, training, and indoctrination of
prof essi onal , techni cal, and supervisory enpl oyees concerned w th autonotive vehicles
and construction equi prent;

(11) Coordinating requirements and effecting standardizati on of equi pment as
practi cabl e;

(12) Through comrand channel s verifying, determning degree of, and assisting in
conpliance with the technical standards and safety regul ati ons;

(13) Acting as a central clearing agency for the Navy, less the Marine Corps, in
exchangi ng and di sposi ng of autonotive and construction equi pnent; and

(14) Devising standardi zed cost accounting and reporting requirements in
coll aboration with the Ofice of the Conptroller and other interested systens
commands and of fi ces.

(c) NAVSUPSYSCOM has the responsibilities |isted under subparagraphs (b) (2), (b)
(3), (b) (4) (iii), (b) (5), (b) (6), (b) (7), (b) (8), (b) (10), (b) (11), (b) (13),

and (b) (14) with respect to nmaterials handling equi pnent.

(d) The Bureau of Medicine and Surgery has the responsibilities |listed bel ow w th
respect to other specialized types of autonotive equi pnent devel oped for its specific
use at all DoN activities. Specialized types of autonotive equi pnent under
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cogni zance of the Bureau of Medicine and Surgery include nmobile X-ray units, nobile
dental units and nobile surgical operating units. The responsibility for these
speci al i zed types whi ch are devel oped for advance base conponents or conbat units
will be vested in the Systens Command or Ofice having responsibility therefor

(1) Providing funds for the procurenent, and adm ni stering the assignment and
utilization, of all such equipnent;

(2) Determning allowance lists and requirenments for current and future needs;
(3) Determning what equi pment is excess to its needs; and

(4) Establishing naintenance and operating procedures for nedical and denta
equi pnent contai ned in specialized types.

(e) NAVSEASYSCOM has the responsibility, in collaboration with each cogni zant
Systens Command and O'fice of the DoN for recommending to the CNO al | onances, and
changes therein, of materials handling equi prrent for all types of vessels. Such
al | onances and changes becone effective upon approval by CNO

(f) Each Systens Command, Bureau and Ofice of the DoN has the responsibilities
listed below with respect to specialized equiprent for activities under its
managenent control except as indicated in (b), (c¢), (d), and (e) inmredi ately above.

(1) Providing funds for the procurenent, and adm ni stering the assignment and
utilization, of all specialized equiprent;

(2) Providing funds for mai ntenance and operation
(3) Determning requirements for current and future needs;

(4) Establishing allowance lists for all its activities in accordance with the
mlitary requirements established by the CONQ

(5) Determning what equi pment is excess to its needs;

(6) Devel opi ng and promul gati ng specifications for specialized types and the
speci al i zed conponents of specialized types; and

(7) Establishing operating and utilization procedures for specialized types and
mai nt enance procedures for the specialized conponents of specialized types.

(g) Ofices, Bureaus and Commands have coordi nati on control of autonotive
transportation matters within their respective commands. These commands, subject to
the techni cal guidance of NAVFACENGCOM are al so responsible for coordinating all
phases of the DoN s automotive and construction equi pnent program between the
activities within their commands and the bureaus and offices of the DON for
i nspecting shore activities and reporting appropriate recomrendations to the
respecti ve managenent bureaus, for transferring of excess equi pnent; and for
effecting standardi zati on of equi pnent, as practicable, within their own comrands.

(h) ASN(RD&A) has general direction and supervision of policies, procedures and
standards in the field of autonotive transportation.
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PART 5209
CONTRACTOR QUALIFICATIONS

SUBPART 5209.1--RESPONSIBLE PROSPECTIVE CONTRACTORS

5209.103 (DFARS 209.103) Policy.

(a)(i)(©Q Submt requests for USD(A) approval via APl A-PP.

5209.104 Standards.
5209. 104-3 Application of standards.

(c) The adequacy of a contractor's past performance will be a major factor in
determning responsibility. Wen little or no contractor performance data is
avail able within the contracting office, request the cogni zant contract
admnistration office (CAO to assess the prospective contractor's ability to meet
contract requirenents and request a pre-award survey enconpassing an eval uation of
t he adequacy of the contractor's quality control system Incorporate the CAO
assessnent and pre-award survey in the contract award file.

5209.105 Procedures.
5209. 105-1 otai ning infornation.

(a) Contracting offices shall (to the extent practicable) naintain contractor
performance data for use in making determ nations of responsibility. Additionally,
NAVSEASYSCOM (code 5124) is the designated focal point for maintaining contractor's
past performance for designated cormodities. For details contact: Navy Materi al
Quality Assessment Office, Federal Building, 80 Daniel Street, Portsmouth, NH 03810.

(c) Performance data may i ncl ude:

(i) Acquisition history. Records of previous contract perfornmance, outstandi ng
clains, termnation for default, etc.

(ii) Contractor plant visits. Results of recent pre-award surveys and post-
award orientations and status of corrective actions.

(iii) Product deficiency reporting and feedback. Responsiveness to SF- 364,
Report of Item D screpancy, and SF-368, Quality Deficiency Report, and the validation
of corrective actions.

(iv) \Wiver/deviation requests. Frequency and repetitiveness.

(v) First article inspection/test and production |ot testing.. Results of and
criticality of defects.

(vi) Special quality data. Government Industry Data Exchange Program Al erts;
conmponent bulletins; CAO nmethod D & C corrective actions; and reports from ot her DCD
conponent s.

(vii) Technical receipt inspection results. Rejection rates based on inspection
of products prior to acceptance by government.
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SUBPART 5209.2--QUALIFICATIONS REQUIREMENTS

5209.202 Policy.

(a) (1) The HCA is the agency head' s designee to prepare the witten
justification.

SUBPART 5209.4--DEBARMENT, SUSPENSION AND INELIGIBILITY

5209.401 Applicability.

This subpart applies to all DoN appropriated fund contracting activities.

5209.402 Policy.

(d) The Ceneral Counsel of the Navy has assigned Counsel (PIO the responsibility
for (i) processing and recomrendi ng debarment or suspension action to the debarring
and suspending official; and (ii) establishing a Procurenment Integrity Ofice.

5209.404 Parties Excluded from Procurement Programs.

(c¢) (1) (20 and (3) Counsel, Procurenent Integrity Ofice (Counsel (PIOQ) will
provide the required notification.

(c) (4) Records including the debarment and suspension reports required by FAR
9.406-3 and 9.407-3, respectively, will be retained by the Counsel (PIO.

(c) (5) Counsel (PIO is responsible for distribution of the list to all DoN
activities. Al requests for additions, deletions or changes (including quantity
changes) for distribution addresses should be forwarded to the Counsel (PIOQ, Ofice
of the General Counsel, Legal Services Support Goup, Departnent of the Navy,

Washi ngton, D.C. 20360-5110.

(c) (6) Inquiries should be directed to the Counsel (PIO at the above address.

5209.405 Effect of listing.

(a) ASN (RD&A) will provide the witten statement of the conpelling reasons.
Submit requests for approval to APIA-PP with conplete justification for the proposed
consent acti on.

5209. 405-2 Restrictions on subcontracting.

(b) Immediately upon receipt, the contracting officer shall provide APl A-PP, an
informational copy of the witten notification received fromthe contractor.

5209.406 Debarment.
5209. 406-3 (DFARS 209. 406- 3) Procedures.
(a) Investigation and referral.
(i) Contracting officer reports shall be pronptly initiated, coordinated with

counsel, and subnitted for signature by the HCA or designee. Forward reports to
Counsel (PIO. In cases involving convictions, forward reports within fifteen
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cal endar days after the judgnent order is filed. In cases involving indictnents,
forward reports within fifteen cal endar days after the indictnent is filed.
(ii) Reports shall include the follow ng information
(@ The summary shall include comrents regarding the U S. Attorney's

position on rel ease of any investigative reports included in the report.

(J) (4) Signed and dated copies of indictnents, judgnents, plea agreenents,
or search warrants, in advance of certified copies of such docunments, if certified
copies are not readily avail abl e.

(S-90) Copies of DD350 reports for the previous two fiscal years.

(S91) A copy of a current Dun and Bradstreet report on the contractor and any
subsidiaries or divisions, along with a recomrendation for debarment or suspension
action in the case of each subsidiary division and the officers thereof.

(S92) Current mailing addresses of individuals involved in the case, along with
a recommendati on for debarnent or suspense action for each individual

(S93) |If Covernnent enployees are involved in the wongdoi ng, the nanes and
current addresses of the enpl oyees, disciplinary action taken and the current
enpl oynent status of each individual. If no disciplinary action was taken agai nst
Cover nnent enpl oyees invol ved in the wongdoi ng, and the contractor or contractor
personnel are recommended for debarment or suspension, a statenent explaining why no
di sciplinary action was taken, and why debarnment or suspension is appropriate under
t he ci rcunst ances.

5209.407 Suspension.
5209. 407-3 Procedur es.

(a) Investigation and referral. Prepare and process reports
i n accordance w th 5209. 406- 3.

SUBPART 5209.5--ORGANIZATIONAL AND CONSULTANT
CONFLICTS OF INTEREST

5209.503 Waiver.

The HCA, wi thout power of del egation, may nake the determi nations required by FAR
9. 503.
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PART 5211
ACQUISITION AND DISTRIBUTION OF COMMERCIAL PRODUCTS

SUBPART 5211.70 (DFARS 211.70)--CONTRACTING
FOR COMMERCIAL ITEMS

5211.7003 Applicability.
5211. 7003- 2

(a) HCAs may make the determ nation.

PART 5213
SMALL PURCHASE AND OTHER SIMPLIFIED PURCHASE
PROCEDURES

SUBPART 5213.1--GENERAL

5213.103 Policy.

Pursuant to 5201. 690-1(c), NAVSUPSYSCOM has responsibility for providi ng DoN wi de
policy for small purchase as defined in FAR Part 13. Specific policy, procedures and
gui dance concerning small purchase and other sinplified purchase procedures wll be
promul gated by the Deputy Commander for Contract Managenent, NAVSUPSYCOM
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PART 5214
SEALED BIDDING

SUBPART 5214.2--SOLICITATION OF BIDS

5214.202 General rules for solicitation of bids.
5214.202-90 Consolidated bid roomfacilities.

(a) Under the direction of the NAVSUPSYSCOM a common bid room shall be
establ i shed and operated by the Naval Regional Contracting Center (NRCCO, Washi ngton
for all seal ed bidding acquisitions of the Systens Command Headquarters. Bid roons
wi Il not be operated by Systens Commands, except that NAVFACENGCOM may operate a
separate bid roomfor seal ed bi dding construction contracts.

(2) NRCC, Vashington shall:

(i) Issue invitations for bids (I1FBs), conplete with applicable
speci fications, drawi ngs and ot her descriptive data (unless the required
speci fications, drawi ngs, or descriptive data is to be mailed directly fromthe
Systens Command to the bidders included on the mailing list for the invitation for
bi ds) ;

(ii) Receive, open and abstract bids; make any deternination concerning |late
bi ds; annotate retai ned Abstract of Bids to show award of contract(s) or other
di sposition

(iii) Supplement the list of bidders supplied by the Systens Conmand as
appropriate; and

(iv) Furnish, or arrange to have furnished, upon request from prospective
bi dders, bid forns and applicabl e specifications, draw ngs, and descriptive data.

(3) Systenms Command shal | :

(i) Prepare invitations for bids (1FBs) (including assignment of the Systens
Comrand Procurenent Instrunent ldentification Nunber and opening date) and submt in
a formready for reproduction

(ii) Furnish NRCC Washington a list of bidders to be solicited and address
| abel s;

(iii) Provide in a nailable condition sufficient copies of applicable
speci fications, drawi ngs, and ot her descriptive data required for distribution to the
initial list of bidders plus copies to satisfy expected additional requests. |If
desired, specifications, drawi ngs, and descriptive data may be mailed directly by the
Systens Commands concurrently with the issuance of the invitation for bid;

(iv) Synopsize proposed contract and award;

(v) Prepare and furnish to NRCC Washington in a formready for reproduction
any required nodification to an invitation for bid,

(vi) Evaluate bids, nmake affirnative determnati ons of responsibility, and
award contracts; and

(vii) Advise Naval Regional Contracting Center Washi ngton of awards made (or
other actions if no award i s nade under an |FB)
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SUBPART 5214.4--OPENING OF BIDS AND AWARD OF CONTRACT

5214.401 Receipt and safeguarding of bids.

(a) Each contracting office receiving bids shall have procedures for the
identification and pronpt forwardi ng of unopened bids for deposit in the bid box.
Upon recei pt, bid envel opes received by nmail shall be tine-stanped and checked for
identification prior to deposit in the bid box. Hand-carried bids shall not be
accepted by governnent enpl oyees, but nust be deposited in the bid box by the bidder
or his representative. Insofar as possible, bid sanples will receive the same degree
of security as is afforded bids, and will be accounted for by the maintenance of
| ocal records. Under no circunstances will bid sanples be given away, | oaned,
diverted, or used for any purpose other than that intended.

5214.406 Mistakes in bids.
5214. 406-3 (DFARS 214. 406-3) O her m stakes discl osed before award.

(e)(i) Authority for making a determ nation under FAR 14.406-3(a), (b) and (d) is
del egated, wi thout power of redelegation, as follows:

(i) Deputy Comrander for Contracts, NAVFACENGCOM when arising under invitation
for bids for construction, maintenance, or repair of public works; and

(ii) Deputy Commander for Contracting Management, NAVSUPSYSCOM when ari sing under
invitations for bids for supplies or services.
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PART 5215
CONTRACTING BY NEGOTIATION

SUBPART 5215.4--SOLICITATION AND RECEIPT OF
PROPOSALS AND QUOTATIONS

5215.407 Solicitation provisions.

(S90) If it is anticipated that an award will be based on adequate price
conpetition, the solicitation shall include the provision at 5252.215-9000. |If the
procurenent schedule is critical, this provision with its Alternate | shall be used
so that there will be a mnimumdelay in the event that adequate price conpetition
does not materialize and it is necessary to obtain cost or pricing data. Contracting
officers must be judicious in the use of the Alternate | provision, as it may cause
offerors to incur certain costs in preparing standby cost or pricing data in
anticipation that it may be subsequently requested.

5215.411 Receipt of proposals and quotations.

(b) Each contracting office shall establish procedures to ensure conpliance with
FAR 15.411(b) and 15.413. Wiere facilities permt, conpetitive proposals and
quot ati ons should be held in a central |ocked storage for the purpose of
identification until after the established date for their receipt.

SUBPART 5215.6--SOURCE SELECTION

5215.601 Definitions.

"Best Value", as used in this subpart, neans the evaluation of proposals and
sel ection of a source based on cost/price, and other evaluation factors such as
t echni cal conpetence, proven past performance, nanagenent capability, life cycle
costs, and quality.

5215.604 Responsibilities.

(c) The USD(A) intends to review sel ected maj or defense acquisition prograns prior
to their release or execution. 1In order to facilitate this USD(A) review, the
contracting officer shall notify APIA at |east 35 days in advance of his or her
intention to issue a solicitation, announce the selected, offeror selected, or award
a contract for the denonstration/validation, engineering and nanufacturing
devel opnent, or initial production phases of a najor defense acquisition program
(Acquisition Category (ACAT) IDor 1CQ. Contracting officers shall not rel ease the
solicitation, announce the winner of a contract, or nake an award until the
conpl etion of the USD(A) review

5215.605 Evaluation factors.

(c) Best value evaluations shoul d be enpl oyed whenever possible and especially in
weapons system federal information processing (FIP), and professional and technica
services support acquisitions. Requirenments which dictate conplex integration of
peopl e, equi prent, hardware, innovation and software shoul d al so be eval uated on a
best val ue basis. However, when nonconpl ex, routine requirenents are being procured
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and the product to be delivered is clearly defined at the outset of the procurenent,
it may be appropriate to award to the | owest priced, technically acceptable offeror

(e) Wen a cost realismevaluation will be perforned, Section M Evaluation
Factors for Award, shall include a notice that the proposed costs may be adj usted,
for purposes of evaluation, based upon the results of the cost realismeval uation

5215.608 Proposal evaluation.

(a) (1) Cost or price evaluation. Wen a numerical scoring schene is used, cost
or price shall not be scored unl ess such scoring is approved in advance by either the
SSAin a fornal source selection or the COOin other evaluations. Wen a cost
realismanalysis will be perforned, the resulting realistic cost estimate shall be
used in the eval uation of cost.

5215.610 Written or oral discussions.

(a) (4) Acceptance of the nost favorable initial proposal w thout discussions is
encour aged.

5215.611 (DFARS 215.611) Best and final offers.

(c) (iii) (© The HCA shall provide the required summary reports to the NSPE on a
sem -annual basis. The reports shall cover the six month periods ending 31 March,
and 30 Septenber and shall be submtted to the NSPE via APl A-PP within 15 cal endar
days after the end of the reporting period.

5215.612 Formal source selection.

(a) Ceneral. A source selection process within the DoNis considered formal when
it follows the policy and procedures on SECNAVI NST 4200. 33 dated 14 July 1986.

SUBPART 5215.8--PRICE NEGOTIATION

5215.804 Cost or pricing data.

5215. 804- 3 (DFARS 215. 804-3)
Exenptions fromor waiver of subm ssion of certified cost or pricing data.

(i) Wiver for exceptional cases.

(S90) Requests for waivers of subm ssion of cost or pricing data and
certification thereof, for other than a forei gn government or agency, nust describe
specific action being taken to locate an alternate source or additional sources for
future requirenents

(S91) The refusal to submt (or certify) cost or pricing data nmust be endorsed
inwiting by a senior |evel executive officer of the prinmne.

(S92) |If subcontractor data are involved in the request for waiver the refusa
to submt (or certify) data must be in witing signed by a senior |evel executive
officer of the subcontractor. The prine nust describe what action he has taken and
is taking to obtain the requirenent fromalternate sources. The refusal nust al so be
endorsed by a senior |evel executive officer of the prinme.

(S93) Wen a waiver is required, it nust be approved prior to contract
execution. Al waiver requests must have an endorsenent from each echel on of command
expl ai ni ng what was done to attenpt to enforce conpliance with Public Law 87-653.
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5215.804-6 Procedural requirenents.

(e) Wen the contracting officer is required to refer the prospective contract to
hi gher authority, it will be referred to the HCA concerned. |If the probl emcannot be
resolved by the HCA, the HCAwill refer the matter together w th comrents and
recomrendations to APIA-PP. Award of the contract shall be suspended until the
matter is resolved. This procedure shall also be followed in cases in which a prine
contractor is obligated to furnish cost data relating to negotiated purchases froma
subcontractor, and the subcontractor refuses to give access to cost data sufficient
to permt price negotiations.

5215.804-7 Defective cost or pricing data.

(b)(4) Contractor income tax payments shall not be considered nor included in

pricing adjustments for defective pricing. |f the question arises, contractors
shoul d be advised to obtain such tax adjustment through the anended i ncone tax return
pr ocedure.

5215.805 Proposal analysis.
5215.805-1 Ceneral

(a) Contractor personnel nornally shall not be menbers of any eval uati on counci l
board or panel. In those specific instances where the CGovernnent does not have the
requi site expertise available anong its own enpl oyees, contractor personnel may be
utilized in an advisory capacity only. Advisory contractor personnel shall not rank
or reconmend one proposal over another, assign any numerical scores or otherw se act
in a decision making capacity. Wenever advisory contractor personnel are to be
used, a witten rel ease shall be obtained fromeach offeror. The use of advisory
contractor personnel must be approved by the contracting officer in advance of their
participation.

5215.805-5 Field pricing support.

(a)(1) Defense Contract Audit Manual (DCAAM 7640.1), also referred to as "CAM"
i ncl udes the policies, procedures, standards and techni ques governi ng Defense
Contract Audit Agency personnel in the execution of the contract audit mission. This
manual and revisions are avail able fromthe Superintendent of Docunents, U S
Covernnent Printing Ofice, Washington, D.C  20402.

5215. 805-70 (DFARS 215.805-70) Cost realism anal ysis.

(S-90) Cost realismanalysis involves a summary | evel review of the cost portion
(excluding profit/fee) of the offerors’ proposals to determne if the overall costs
proposed are realistic for the work to be performed. Cost realismanalysis differs
fromthe detailed cost analysis usually undertaken in a nonconpetitive procurenment to
det ernm ne the reasonabl eness of the various cost elenents and profit/fee to arrive at
a fair and reasonable price.

(S 91) The purpose of cost realismanalysis is to:

(1) Verify the offeror's understandi ng of the requirenents;

(2) Assess the degree to which the cost/price proposal reflects the approaches
and/ or risk assessnents nmade in the technical proposal as well as the risk that the
offeror will provide the supplies or services for the offered prices/costs; and

(3) Assess the degree to which the cost included in the cost/price proposa
accurately represents the work effort included in the technical proposal

(S 93) Some exanples of data and infornation that nay be obtained to perform cost
reali smevaluation are manl oadi ng (quantity and m x of |abor hours); engineering,
| abor and overhead rates; and nake or buy pl ans.
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(S94) A price analysis approach where there is adequate price history nay al so be
a suitable and efficient means to eval uate cost realism The amount of data required
wi Il be dependent upon the conplexity of the procurenment and the data al ready
obtai ned by the contracting officer (e.g. information on recent Forward Price Rate
Agreements (FPRAs)).

(S95) Cost realismanalysis generally will be performed as part of the proposa
eval uation process for all conpetitive solicitations where a cost reinbursenent
contract is contenplated. For conpetitive solicitations contenplating a fixed price
[ abor hour, or time and material type contract, a cost realismanalysis would be the
exception and not the rule, although its use may be appropriate where the proposa
eval uation process will enconpass both a cost/price evaluation and technica
eval uation. A so, where the contracting officer suspects a "buy-in" (see FAR 3.501)
or a msunderstanding of the requirements as a result of reviewing the initia
offers, data and informati on should be obtained and a cost realismanal ysis
per f or ned.

(S-96) W en cost realismdata are required, the contracting officer shall not
request a formal field pricing report but rather, shall request a review of only
those specific areas of informati on necessary to allow the contracting officer to
performa cost realismanalysis. For exanple, the contracting officer may only need
to know the current or FPRA | abor and/or overhead rates. |In these instances, the
request for information from DCAA may be oral or witten.

5215.806 Subcontract pricing considerations.

(S 90)(1) Purchased materials neans raw materials, purchased parts, conponents, or
end iten(s) to be delivered under a contract, which are not fabricated or produced by
the contractor.

(2) The need for requiring tinely subm ssion by potential and existing
contractors of information required by negotiators or other contracting personnel to
eval uate properly the purchased materials portion of price quotations is enphasized.
This information is necessary particularly when conpetition is lacking or is
i nadequate to control the prices initially proposed. The prine categories requiring
treatnment are new contracts in cases involving a sole source or where conpetition is
limted; repricing of redeterm nable and incentive contracts; and equitable
adj ustnent s under the Changes cl ause and ot her cl auses having simlar provisions for
such adj ust ment s.

(3) Wienever it is considered desirable to make use of cost anal ysis techniques
and the circunstances set forth in (2) above apply, solicitations shall require the
offeror to include the following infornmation in its proposal/quotation wth respect
to major purchased materials, and, to the extent applicable, purchased services,
gi ving due consideration to both the relative inportance of the itemand the dollar
anmount i nvol ved:

(i) Principal materials or conponents to be purchased;

(ii) Proposed or established sources, including size classification (large or
smal | busi ness) of each source;

(iii) Proposed method of purchase (whether conpetitive or other than
conpetitive) and reasons therefor

(iv) Basis for award; i.e., |ow bidder or delivery, etc;

(v) Copies of suppliers' cost breakdown and any price analysis nmade by the
contractor if nonconpetitive;

(vi) Type of pricing arrangenent;

(vii) Conparison with invoice prices of prior contracts, if any;

(viii) Organizational relationship, if any, of proposed supplier to offeror
and

(ix) In the circunstance of followon orders, and explanati on of any changes
in "make-or-buy" decisions.
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(4) The same type information shall be requested fromcontractors in connection
with the information to be furnished in support of repricing actions and equitable
adj ust nent s.

(5) A brief description of the nethod of evaluation utilized and sufficient
exanpl es to support the conclusions reached are a required part of business
cl ear ances.

(S91) In order to reduce profit and GRA pyram ding in the subcontract area,
personnel involved in the acquisition process shoul d assure that supplies or services
are acquired by the nmost econom cal nmethod. Profit and GRA pyram di ng occurs when a
prime contractor extensively subcontracts. Qpportunities for the contracting officer
to reduce pyram di ng occur before decisions are made on such issues as: the
furni shing of government or contractor equipnent and materials; make-or-buy
proposal s; and consent to proposed contracts. For exanple, econom c efficiencies may
be gai ned when governnent furnished property (G-P) is used or when the prine provides
material as GFP to the subcontractor. Contractor's nake-or-buy proposal s shoul d be
scrutinized to ensure that all viable alternatives have been considered and the
proposed decisions result in the | east overall cost to the governnent. Assurance
shoul d be obtained that the contractor's purchasing systens are current and approved.
In cases where contractors are perform ng under cost reinbursenment type contracts,
enhanced subcontract surveillance and consent nmay be required to ensure that
"contracting-out " decisions, to the extent practical, result in the | owest overal
cost to the governnent.

5215.810 (DFARS 215.810) Should-cost analysis.

(b))(iii) A waiver shall be approved by the HCA or designee at a | evel not bel ow a
flag/general officer or a civilian in the Senior Executive Service (SES)

(e) The content of the shoul d-cost anal ysis teamreport shall be prescribed by the
team | eader, and shall include an executive summary.

5215.870 (DFARS 215.870) Industrial modernization incentive program.
5215.870-3 Incentives.
(c) No direct DoN funding will be provided during Phase | and Phase Il of an

I ndustrial Mdernization Incentives Program (IMP). This does not preclude the
payment of productivity savings rewards (PSRs) during Phase I11.

5215.1003 Debriefing of unsuccessful offerors.

(b) Debriefing informati on shall include the cost realismanalysis.
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PART 5216
TYPES OF CONTRACTS

SUBPART 5216.3--COSTS REIMBURSEMENT CONTRACTS

5216.306 Cost-plus-fixed fee contracts.

(c) Limtations. (2) The contracting officer signs the determnati on and
fi ndi ngs.

SUBPART 5216.4--INCENTIVE CONTRACTS

5216.403 Fixed-price incentive contracts.
(c) Limtations. The contracting officer executes the determ nation and findi ngs.
5216.403-2 Fixed-price incentive (successive targets) contracts.

(S90) Phased Pricing (PP). PP is a nodified formof the fixed-price incentive
(successive targets) contract that provides an alternate approach for pricing an
initial production option in a an Engi neeri ng and Manuf acturi ng Devel oprment ( EMD)
contract. PP was devel oped as a contracting technique that pronotes the fair and
equi tabl e apportionnment of risk between the Governnent and the contractor, and
permts a snmooth transition to production. In general, PP provides for establishing
an initial production option in an EMD contract but delays firmpricing of the option
until after the production baseline is better defined. At a specified event during
devel opnent, the contractor submts a firmproposal for the initial production
option. After agreement is reached on a firmtarget cost, the firmtarget profit is
derived froma previously specified formula. In addition, a ceiling price is derived
fromthe firmtarget price and a previously specified Point of Total Assunption (PTA)
per cent age.

(S91) PP is intended to--

(1) provide a nore bal anced sharing of risk between the contractor and the
Gover nnent ;

(2) delay establishnment of firmtargets until designs are sufficiently conplete
and risks are better defined; and

(3) mintain a profit incentive to control future production costs.
(S92) PPis currently being tested on several major systens contracts. The

results of the test will be pronul gated when known. Additional information
pertaining to PP may be obtai ned from APl A- PP.
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SUBPART 5216.6--TIME-AND-MATERIAL, LABOR-HOUR,
AND LETTER CONTRACTS

5216.603 Letter contracts.

Letter contracts shall name the paying activity to be designated in the definitive
contract as the paying office for the letter contract. A copy of the letter contract
shal | be furnished pronmptly to the paying office named therein.

SUBPART 5216.7--AGREEMENTS

5216.703 Basic ordering agreements.
(c) Limtations.

(S-90) Basic ordering agreenents (BQAs) providing for the placenent of orders by
the CAO shall contain a provision substantially as foll ows:

"Each order issued hereunder shall cite the applicable circunstance or exception
and where applicable, the class justification control nunber, unless earlier
suspended or cancel led by notice fromthe contracting office. Oders for itens not
identified in the class justification or an individual justification and the basic
orderi ng agreenents are considered unaut hori zed."
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PART 5217
SPECIAL CONTRACTING METHODS

SUBPART 5217.2--OPTIONS

5217.202 Use of options.

(c)(S-90) The contracting officer generally shall not enploy options if the
justification for contract award is made under the authority cited in FAR 6.302-2
unl ess the justification for the urgency is equally applicable to the itens/services
covered by the option(s). The inclusion of options in J&As based on urgency shal l
i ncl ude docunentation of the applicability of urgency to the option(s).

SUBPART 5217.74 (DEARS 5217.74) --UNDEFINITIZED
CONTRACT ACTIONS

5217.7403 Policy.
5217.7403-90 Managenent of UCAs.

HCAs shal |l consider the backl og and age of UCAs as a conmand key indicator, for
pl aci ng routi ne managenent enphasis on UCAs.

5217.7404 Limitations.
5217.7404-1 Authorization.

The contracting officer's request for approval shall specifically state whether or
not a contractor's proposal has been received and if so, whether or not it is
sufficient for negotiations.

5217.7404-90 Cost segregation.

Each contract shall contain a requirement to propose and segregate costs for each
UCA prior to the issuance of an UCA under that contract.
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PART 5219
SMALL BUSINESS AND SMALL DISADVANTAGED BUSINESS-
BUSINESS CONCERNS

SUBPART 5219.2--POLICIES

5219.201 (DFARS 219.201) General policy.

(a) The DoN Small and D sadvant aged Business Wilization (SADBU) programshall be
i mpl emrented in accordance with SECNAVI NST 4380.8 dated 3 June 1985

(c)(7) a small business technical advisor shall be assigned to each office where a
resi dent SBA procurenent center representative is |ocated.

(c)(9) Exceptions to the reviewrequirenents are contracts resulting from
acceptance of unsolicited proposals; orders against indefinite delivery type
contracts; and orders issued under GSA/ ADP Schedul e contracts. Antici pated GSA ADP
schedul e actions converted to an open market procurement as a result of a schedul e
synopsi s, shall be reviewed prior to issuing the open market solicitation

(d) SADBU specialists shall be appointed in accordance wi th SECNAVI NST 4380. 8
dated 3 June 1985. The appointing authority shall be the head of the contracting
activity. SADBU specialists, in addition to performng the duties outlined in DFARS
219.201(d), shall -

(i) brief the appointing authority quarterly on inplementation of the activity's
SADBU program and

(ii) conduct SADBU programtraining sessions to ensure that contracting and
t echni cal personnel maintain know edge of programrequirenents.

(S 90) Reviews of SADBU programi npl enentation at DON contracting activities] wll
normal |y be conducted as a segnent of the Procurenment Managenent Review (PMR) program
(see 5201.692). The Director, SADBU, w || establish guidelines for the SADBU PMR
segnent. For reviews under 5201.692-2(a)(2), the Director, SADBU, wll coordinate
desi gnation of SADBU PMR team nenbers. Associate Directors of Small Business shal
be responsible for inplementation of the SADBU PMR segnent of their field contracting
activities (see 5201.692-2(b) and (c)), including designati ng SADBU PMR t eam nmenber s
and nonitoring conpliance with their recommendati ons. Team nenbers shoul d general |y
be Deputies for Small Business fromother than the activity under review The SADBU
PMR segnent shall be coordinated with the PMR team | eader. A copy of the SADBU
recomrendations and the activity's response thereto, including its plan to correct
any deficiencies, shall be provided to the D rector, SADBU.

5219.202-1 Encouraging small business participation in acquisitions.
Contracting activities should, when practicable, conduct briefings for snall and

smal | di sadvant aged busi ness concerns, Hstorically Black Colleges and Universities
(HCBUs) and Mnority Institutions (Ms) on planned acquisitions.
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SUBPART 5209.5--SET-ASIDES FOR SMALL BUSINESS

5219.505 Rejecting Small Business Administration recommendations.

(d) The justification shall be forwarded through the HCA to the Director, SADBU
and shall include copies of all correspondence between the activity and the SBA
related to the appeal, together with the rationale justifying the activity's non-set-
asi de deternination.

SUBPART 5219.7--SUBCONTRACTING WITH SMALL BUSINESS AND
SMALL DISADVANTAGED BUSINESS CONCERNS

5219.704 Subcontracting plan requirements.

(a)(1) It is the policy of the DoN that the separate percentage goals be
realistic, justifiable and positive (i.e., greater than zero).

5219.705 Responsibilities of the contracting officer under the subcontracting
assistance program.

5219. 705-4 Revi ewi ng the subcontracting pl an

Contracting officers, in evaluating proposed subcontracting plans that contain
positive goals, should normally obtain advice and recommendati ons fromthe cogni zant
contract admnistration office (CAO. |In evaluating the appropriateness of a
subcontracting plan that does not contain positive goals, the contracting officer
shal | request the cognizant CAOto specifically reviewthe factors used by the prine
contractor to develop the zero goal, the past performance of the prinme contractor on
simlar requirenents, and the current procedures used by the prime contractor to
maxi m ze the opportunities for small and snall di sadvant aged busi nesses to
participate in its subcontracting program The contracting officer shall evaluate
the findings of the CAO S review and consi der any resultant recomrendations prior to
approval of the subcontracting plan. The contract file will be docunmented to reflect
the review and the contracting officer's final decision relative to an acceptabl e
goal. |If the contracting officer determ nes that a subcontracting plan which
contains a zero goal is appropriate, the determ nation nust be approved at a |eve
above the contracting officer and placed in the contract file. See DFARS 219. 705-4
for establishnent of small di sadvantaged busi ness subcontracting pl an goal s.

5219.705-6 Postaward responsibilities of the contracting office.

(S90)(a) Wien the prime contractor has submtted an individual subcontracting
pl an, whi ch has been incorporated into the contract, and where the DoN retains
adm ni stration of the contract, the contracting officer shall transmt copies of
St andard Form 294, Subcontracting Report for Individual Contracts, and Standard Form
295, Sunmary Subcontract Report, to the contractor at the tine of contract award. A
letter which reads substantially as foll ows should be used for this purpose:
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Narme

Addr ess

Gty, State, Zp Code
Re: Subcontracting Pl an
Reports

Contract No.

Dear

Your individual subcontracting plan, submtted pursuant to the Small Business and
Smal | D sadvant aged Busi ness Subcontracting Plan clause of your contract, has been
approved. The clause requires you to submt periodic subcontracting reports on
St andard Form 294, Subcontracting Report for Individual Contracts, and Standard Form
295, Summary Subcontract Report.

Encl osed for your information and review are copies of the reposting fornms. The
reverse side of each formcontains definitions, general and specific instructions for
conmpleting the forns, and submttal instructions. Any additional questions
concerning report preparation requirenents may be addressed to (name of SADBU
specialist), tel ephone .

Sincerely,
Contracting Oficer
Encl osur es

(b) Wien the prinme contractor has submitted a conpany-w de plan for
comrerci al products, the contracting officer shall transmt copies of the Standard
Form 295, Summary Subcontract Report, to the contractor at the tine of award. A
letter which reads substantially as foll ows shoul d be used for this purpose:

Nare

Addr ess

CGty, State, Zip Code

Re: Subcontracting Pl an
Reports

Contract No.

Dear

Your conpany-w de plan for comrercial products, submtted pursuant to the Small
Busi ness and Smal | D sadvant aged Busi ness Subcontracting Plan cl ause of your
contract, has been approved by (nane, address, and tel ephone nunber of approving
official). The clause also requires you to submt periodic subcontracting reports on
Standard Form 295, Summary Subcontract Report.

Encl osed for your information and reviewis a copy of the Standard Form 295. The
reverse side of the formcontains definitions, general and specific instructions for
conmpleting the form and submttal instructions. Any additional questions concerning
report preparation requirenments nay be addressed to (nane of SADBU specialist),

t el ephone .

Sincerely,
Contracting Oficer

Encl osur e



NAVY ACQUISITION PROCEDURES SUPPLEMENT PAGE 63

5219.706 Responsibilities of the cognizant administrative contracting officer.

Wiere the DoN has retained contract admnistration responsibility for major prine
contractors, the cogni zant SADBU specialist shall periodically visit such contractors
to review inplenentation of the small and snall di sadvant aged busi ness subcontracting
prograns. For contractors where the DoN does not maintain contract adm nistration
responsibility for a majority of the prine contractor's contracts, such visits shoul d
be coordinated with the SADBU speci alist at other cogni zant CAGs.

SUBPART 5219.8--CONTRACTING WITH THE SMALL BUSINESS
ADMINISTRATION (THE 8(a) PROGRAM)

5219.803 Selecting acquisitions for the 8(a) Program.

(b)(i) GContracting officers, in evaluating SBA requests for 8(a) Program support,
or independently considering other acquisition requirements that may be acconplished
by 8(a) firnms, should coordinate such efforts with the activity SADBU specialist and
cogni zant techni cal personnel

(ii) Where possible, procurenent activity should be suspended pending final
di sposition of SBA requests. |If the contracting officer deternines that urgent
m ssi on requi renments preclude further consideration, declination responses to SBA
shoul d factual |y expl ain such determ nations.

5219.804 Evaluation, offering, and acceptance.
5219.804-1 Agency eval uation

(f) Contracting officers, when determning the extent to which a requirenent
shoul d be offered in support of the 8(a) Program shall independently review the 8(a)
firms capabilities to ensure satisfactory performance of the requirenent. Such
reviews, in addition to the factors in FAR 19.803(a), may take the formof a
techni cal presentation (see DFARS 219.804-1(f)), or should be structured in a manner
that affords an exchange of information between the 8(a) firmand the contracting
activity that will enable the 8(a) firman adequate opportunity to denonstrate its
capability and capacity to performthe requirenment. For sole source 8(a) contracts,
SBA regul ations preclude the use of fornmal technical evaluations. Contracting
officers, however, may conduct informal assessnments of several 8(a) firns
capabilities to performa specific requirement. For conpetitive 8(a) procedures, see
FAR 19. 805- 2.

5219. 804-1-90 Agency declination

(S90) W en a lack of capability or capacity forns the basis for declination
responses to SBA, such responses shoul d di scuss factors such as the 8(a) contractor
candi dat e' s:

(1) know edge and understanding of the work to be perforned;

(2) experience in performng requirenments of simlar size and scope;

(3) resources that are avail able (including contingent hires) or that nust be
acquired for contract perfornmance;

(4) ability to conply with subcontracting Iimtation provisions (see FAR cl ause
52-219- 14);

(5) ability to neet delivery schedul es; and

(6) record of performance. Contracting activities shall provide a copy of all
8(a) programdeclination letters to the Director, SADBU. Such copies shall be
provi ded concurrent with subm ssions to SBA. Declination letters are subject to
direct appeal by the SBA Adnministrator to the Secretary of the Navy (see FAR 19. 810).
Contracting officers should coordi nate such declinations with the activity SADBU
specialist or the CCO
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5219. 804-2 Agency offering.

(b) Contracting activities shall provide a copy of 8(a) Programoffering letters
to the Director, SADBU concurrent w th subm ssion to SBA

5219.804-4 Repetitive acquisitions.

(S90) It is DoD policy that requirenments currently in the 8(a) Programare to
remain in the 8(a) Programif a responsible 8(a) firmis available to performthe
requi renent (but see FAR 19. 804-4).

5219.810 SBA appeals.

Upon notification that the SBA Admnistrator has filed an appeal, the contracting
officer shall imediately forward to the Director, SADBU, copies of al
correspondence between the activity and the SBA related to the appeal, together wth
the rationale justifying the activity's determ nation

SUBPART 5219.70--EVALUATION PREFERENCE FOR SMALL
DISADVANTAGED BUSINESS (SDB) CONCERNS

5219.7001 Applicability.

(a) UWse of the evaluation preference is mandatory for seal ed bid procurenents and
for those FAR Part 15 conpetitive procurements where award is to be nade to the
| onest priced, or lowest priced, technically acceptable offeror. In either case,
"l owest total cost to the Government” nay be substituted for "lowest priced" when
applicable. For Far Part 15 "Best Val ue" conpetitive procurenents, use of the
eval uation preference is discretionary.
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PART 5222
APPLICATION OF LABOR LAWS TO GOVERNMENT
ACQUISITIONS

SUBPART 5222.1--BASIC LABOR POLICIES

5222.101 (DFARS 222.101) Labor relations.

5222.101-1 Ceneral.
(a)(i) Submt requests for departnental approval to APl A-PP.
(a)(ii) Imrediately notify API A PP.
(a)(iii) Submt requests for agency head approval to APl A-PP.

(a)(iv) Submt questions for the | abor advisor to APl A-PP, except that questions
i nvol ving construction or services under NAVFACENGCOM contracts shoul d be submtted
to the contract labor relations specialist in the appropriate NAVFACENGOOM di vi si onal
office. (Questions involving construction or services under NAVFACENGOOM contracts
may al so be referred to the headquarters contract |abor rel ati ons advi sor,
NAVFACENGCOM ( Code 023A), Al exandria, VA 22332-2300.

5222.103 Overtime.
5222.103-4 Approval s.
(a) The CCOis the designated agency approving official.

(S90) |If overtine premuns at CGovernnent expense have been approved or are
contenplated in a particul ar procurenment for which a business clearance is required
in accordance with 5201. 690, such cl earance shall contain a statenent of
justification indicating that the necessary approval for such prem uns has been
obtained. |If appropriate, a copy of such approval or deternination obtained may be
appended to the business cl earance.

(S91) Construction contracts. Wien expediting a construction contract involving
addi ti onal costs, NAVFACENGCOM shal |l be responsibl e for obtaining the approval
requi red by DFARS 236. 270.
5222.103-90 Exceptions.

The provisions of FAR 22.103, DFARS 222.103 and 5222.103 of this suppl enent are not
applicable to ballistic mssile prograns.



SUBPART 5222.4--LABOR STANDARDS FOR CONTRACTS
INVOLVING CONSTRUCTION

5222.404 Davis-Bacon Act wage determinations.
5222.404-3 (DFARS 222.404-3) Procedures for requesting wage determn nations.

(b) A copy of each request shall be provided to the cogni zant NAVFACENGCCOM
division office.

5222.406 Administration and enforcement.
5222.406-8 (DFARS 222.406-8) Investigations.

(d) For NAVFACENGCOM contracts, the contracting officers's report shall be
forwarded to the headquarters contract |abor relations advisor, NAVFACENGCOM ( Code
023A), Alexandria, VA 22332-2300. For all other contracts, forward the report to
APl A- PP.




PART 5223
ENVIRONMENT, CONSERVATION, OCCUPATIONAL SAFETY AND
DRUG-FREE WORKPLACE

SUBPART 5223.1--POLLUTION CONTROL AND CLEAN
AIR AND WATER

5223.104 (DFARS 223.104) Exemptions.

(c) Subnit requests for exenption to APIA-PP via the HCA

SUBPART 5223.5--DRUG-FREE WORKPLACE

5223.506 Suspension of payments, termination of contracts, and debarment and
suspension actions.

(e) Subnmit requests for waiver to APIA-PP via the HCA
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PART 5225
FOREIGN ACQUISITION

SUBPART 5225.1--BUY AMERICAN ACT--SUPPLIES

5225.102 (DFARS 225.102) Policy.

(a)(3)(O(2) Each request for a Secretarial determnation shall be subnitted to
APIA-PP in the formof a determnation and findings.

(b)(ii)(D The HCA is the agency head' s designee, without power of redesignation
to make and approve determnations for acquisitions estimated to exceed $2 nillion

5225.108 (DFARS 225.108) Excepted articles, materials, and supplies.

(b) Copies of determnations of non-availability for unlisted articles, naterials,
or supplies shall be submtted via APIA-PP to the DAR Council, for possible addition
to the list.

SUBPART 5225.5--BUY AMERICAN ACT--CONSTRUCTION MATERIALS

5225.202 (DFARS 225.202) Policy.

(a) (1) and (2) Each request for a Secretarial determnation shall be submtted to
APIA-PP in the formof a determnation and findings.

SUBPART 5225.3--BALANCE OF PAYMENTS PROGRAM

5225.304 Excess and near-excess foreign currencies.

(c) The agency head's designee for making the required determnation is the
Comptroller of the Navy (NCB-133).

SUBPART 5225.4--PURCHASES UNDER THE TRADE AGREEMENTS
ACT OF 1979

5225.402 (DFARS 225.402) Policy.

(c) (ii) National interest waivers which require approval of the USD(A) DDP shal
be submtted through APIA-PP in the formof a determi nation and findi ngs.

5225.403 (DFARS 225.403) Exceptions.

(d) (1) (A Requests for national security/national defense exception to the
provi si ons of FAR Subpart 25.4 which require approval of the Drector of Defense
Procurenent shall be submtted through APIA-PP in the formof a determ nation and
fi ndi ngs.
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SUBPART 5225.7--RESTRICTIONS ON CERTAIN FOREIGN PURCHASES

5225.703 (DFARS 225.703) Exceptions.

(b) Each request for Secretarial approval or determnation shall be subnmitted to
the APl A- PP.

SUBPART 5225.8--INTERNATIONAL AGREEMENTS AND COORDINATION

5225.802 (DFARS 225.802) Procedures.
(S 90) NRCC, Napl es.

(1) The Naval Regional Contracting Center (NRCC), Naples, with its London
Det achnment (NRCC Det achment London), serves as an area and centralized buying
activity for Naval activities in Europe, Africa, Iceland, and Mddl e East, operating
forces in European waters, for all activities when purchase is effected in Europe;
and such other area activities and operating forces as nmay be required. For
practical purposes the buying responsibilities of NRCC Naples are split between NRCC
Napl es and its London Detachnent as follows: procurenents in Southern Europe, the
Medi terranean, Africa and the Mddl e East are handl ed by NRCC Napl es, and procur enent
in Northern Europe, including the United Kingdom and Icel and are handl ed by NRCC
Det achnent London

(2) Audit support is provided by the Defense Contract Audit Agency, European
Branch Ofice Wesbaden, Wst Germany, except that audit services for United Ki ngdom
procurenents are provided by the U K Mnistry of Defense under the US/ WK reciproca
audit agreenent, and audit services in the Federal Republic of Germany, France and
the Netherlands are provided by the Governments of those countries under reciproca
audit arrangenents. NRCC Detachment London is the focal point within Europe for
liaison relative to the furnishing of audit services by the European governnents.

(3) Naval activities having requirenents that can be satisfied only by European
sources will normally forward their requisitions to NRCC, Naples or NRCC Det achnent
London, in responsibility set forth above. This does not relieve such activities
fromconplying with current Bal ance of Payments directives

(4) Exceptions. The followi ng are exceptions to paragraphs (1), (2) and (3)
above:

(i) Contracts for conplete vessels or aircraft.

(ii) Contracts for equipment requiring servicing by representatives of
f orei gn conpani es.

(iii) Contracts within an activity's authorized purchase authority when
material is readily available overseas (outside CONS).

(iv) Contracts for aviation support itens (Aviation Supply Ofice (ASO

only).
(v) Qher specific exceptions as may be granted by NAVSUPSYSCOM

(5) Contracting Oficers utilizing any of the above exceptions will:

(i) Ascertain the existence and application of any Government to Gover nment
agreenents and, subject to the provisions of FAR 1.405 regarding conflicts with FAR
provi si ons based on requirements of law, shall conply with such agreenents.

(ii) Prior to commencenent of negotiations with a United Ki ngdom supplier
contact the NRCC Detachrent, London, Engl and, for
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(A) a determnation of whether the proposed supplier holds any U K
furni shed tooling,

(B) for advice as to the procedures to assure that no rental charges
payabl e to Her Majesty's Governnent will be included in prices charged, and

(© for information relating to the elimnation of research and devel opnent
charges on certain British nmanufactured products.

5225.871 (DFARS 225.871) North Atlantic Treaty Organization (NATO)
cooperative projects.

5225.871-4 Statutory waivers.

(c) Request for waiver with draft determnation and findings for signature by the
Deputy Secretary of Defense, shall be subnitted through APl A-PP.

5225.890 International Logistics Program (ILP).

(a) Contracts and purchase orders awarded in support of requisitions for the ILP
shal | :

(1) Identify the requirenment as a separate contract line itemor subline itemin
accordance with DFARS 204. 7103 or 204.7104, respectively. The applicable requisition
nunber pl us:

(i) The country and case identifier (MLSTR P CC 31-32 and 48-50) for FM5
(Foreign Mlitary Sales);

(ii) The Record Control/Programi Directive nunber identifier (MLSTR P CC 46-
50) shall be entered i mredi ately under the line or subline itemfor GA (Gant Ad).
(Navy/ Marine Corps ILP requisitions are identified by the letter P or K preceding the
requi sition nunber, Arny is B, Air Force is D, Defense is T MLSTR P CC 30).

(2) Provide for the cognizant CAOto distribute to the Navy International
Logi stics Control Ofice, Philadel phia, Pennsylvania 19111-5095, a copy of any report
or docunent which indicates any anticipated or actual delay in delivery of line or
subline itens for the ILP. Copies of such reports distributed to Navy International
Logi stics Control Oficer shall include the requisition nunber applicable to the line
or subline iteminvol ved and shall be in addition to any other distribution required
by the contract or directives applicable to the CAQ

SUBPART 5225.9--ADDITIONAL FOREIGN ACQUISITION CLAUSES

5225.901 (DFARS 225.901) Omission of examination of records clause.
(c) Conditions for om ssion.
(1) (ii) The witten report will be subnmtted by APl A-PP

(d) Determnation and findings. determnations and findings shall be submtted to
APl A- PP.
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SUBPART 5225.70 (DFARS 225.70(--AUTHORIZATION ACTS
APPROPRIATIONS ACTS AND OTHER STATUTORY RESTRICTION
ON FOREIGN PURCHASES

5225.7002 (DFARS 225.7002) Restrictions on food, clothing, fabrics, and
specialty metals.

5225. 7002-2 (DFARS 225.7002-2) Exceptions.

(a) The HCA is the agency head' s designee, with power of redesignation, to make
the required determnations.

5225.7004 (DFARS 225.7004) Restriction on machine tools and powered and
non-powered valves.
5225.7004-2 (DFARS 225.7004-2) Authorization Act restrictions (FY 1990-1991)

(b) Exceptions.

(2) Wiiver requests are to be submtted to APl A-PP.

SUBPART 5225.73 (DEARS 225.73)--ACQUISITIONS FOR
FOREIGN MILITARY SALES

5225.7307 (DFARS 225.7307) Implementation of offset arrangements negotiated
pursuant to foreign military sales agreements.

(f) Submt inquiries via APl A-PP.



PART 5227
PATENTS, DATA AND COPYRIGHTS

SUBPART 5227.70 (DEARS 227.70)--INFRINGEMENT
CLAIMS, LICENSES, AND ASSIGNMENTS

5227.7013 (DFARS 227.7013) Recordation.

The requirement of DFARS 227.7013 is perforned in the DoN by the Chief of Naval
Research. Contracting activities shall forward originals of |icenses, assignnents or
ot her docunents evidencing an interest of the Government in patents or applications
for patents to the Chief of Naval Research for transnmittal to the Conm ssioner of
Pat ents and Trademarks.




NAVY ACQUISITION PROCEDURES SUPPLEMENT PAGE 73

PART 5228
BONDS AND INSURANCE

SUBPART 5228.1--BONDS

5228.106 Administration.

Questions or requests for guidance regardi ng bonds nay be submtted to APl A-PP.

SUBPART 5228.3--INSURANCE

5228.301 Policy.

(a) (1) DoN policy is to rely upon the commercial insurance industry to the maxi mum
extent practicable to protect contractors against risks arising under contracts.

(2) In some situations, however, it may be preferable or necessary to provide
Gover nnent i ndemni fi cati on- -

(i) Wiere there is a continuing program such as for nucl ear vessels, and
i nsurance prem um costs over a period of tine could equal the anount of coverage;

(ii) Awar risk in areas where hostilities are invol ved,

(iii) \Wiere the cost of insurance is so excessive it is unreasonabl e and
constitutes a "turndown quotation”;

(iv) Wiere the Governnent risk is rated only on its isol ated experience and
not shared with the risks of others, whether or not the risk is unusually hazardous;

(v) Wiere an urgent requirenment allows insufficient tine to receive a
conpetitive insurance quotation

(vi) Wiere the degree of risk is either very small or catastrophic; or

(viii) Were indemification of the deductible portion of insurance coverage
wi Il substantially reduce insurance costs.

(b) Al matters concerning i ndemification shall be referred to APl A-PP for
deci sion or recommendation sufficiently in advance of contract award.

5228.301-90 Authority.

(a) APIA-PPis authorized to act by direction of the Secretary of the Navy, or as
the duly authorized representative of the HCA, the contracting officer, or any other
Naval official designated in the contract to:

(1) Require or approve contract insurance; and

(2) Execute, sign or endorse all lost policy rel eases; proofs of |oss;
subrogati on agreenents; endorsenents of policies for clains and/or return prem uns;
payment orders; and insurance drafts nmade payable to the Secretary of the Navy and
not affecting the obligation of appropriations.

(b) APIA-PP shall determne, under the Marine Builder's R sk Policy of
shi pbui | di ng contracts, whether the Government has assunmed the risk of loss, and the
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extent of any CGovernment responsibility, regarding contractor clainms for |oss or
damage over $250,000. The Commander, NAVSEASYSCOM is authorized to make such

determ nations where | oss or damage is $250,000 or less, and is authorized to

del egate this authority to Supervisors of Shipbuilding, Conversion and Repair having
resi dent counsel

5228.301-91 Paynent of clains to third parti es.

The foll owi ng procedure shall be used in making all payments under contracts in
whi ch the Government assumes the risk of liability to third parties and such
liability is not conpensated for by insurance or otherwi se:

(a) Wen a claimis nmade for loss of or damage to property, death or bodily injury
arising out of performance of a contract, the officer in charge (OC shall submt to
the cogni zant contracting activity:

(1) statements of all pertinent facts;

(2) the AC recomendation and the contractor recommendation as to the action to
be taken with respect to the claim and

(3) the amount, if any, to be paid.

(b) The contracting activity shall pronptly forward the information via the HCA to
APl A-PP for determnation of whether the Covernnent has assumed liability for the
claimand if so, the amount to be paid

(c) If APIA-PP determnes that the Governnment has assumed liability for the claim
the third party shall be paid the anount fixed by APl A-PP unl ess pursuant to appea
by the contractor under the D sputes clause, a different amount is allowed.

(d) If APIA-PP determnes that the Covernnent did not assume liability, no payment
shal | be made, unless pursuant to appeal by the contractor under the D sputes cl ause,
a different decision is nade.

5228.303 Insurance against loss of or damage to Government property.
5228.303-90 Liability of subcontractors for CGovernnent property.

(a) In general, the DoNw Il not take the risk of loss with respect to Government
property while in the possession of subcontractors.

(b) However, under cost-plus-fixed-fee contracts, contracting officers nay, when
in the best interest of CGovernnent, and with the concurrence of API A-PP, provide for
the flow down of paragraph (g) of the clause at FAR 52.245-5, Covernnent Property
(Cost - Rei nbur senent, Time and Material, or Labor Hour Contracts), to cost-plus-fixed-
fee subcontracts.

5228.304 Risk-pooling arrangements.
APIA-PP will confirmto the cognizant contracting activity the amount of prem um

due and, if the funds allocated to the contract are not sufficient, the anount due
shall be paid as an itemof cost under the contract out of other appropriate funds.

5228.307 Insurance under cost-reimbursement contracts.
5228.307-90 Liability of subcontractors to third parties.
(a) In general, DoNw Il not assunme liability of subcontractors to third parties.
(b) However, under cost-plus-fixed-fee contracts, contracting officers nay, when
in the best interest of Governnent, and with the concurrence of API A-PP, provide for

fl ow down of the clause at FAR 52.228-7, Insurance--Liability to Third Persons, to
cost - pl us-fi xed-fee subcontracts.
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5228.308 Self-insurance.

Refer all matters concerning sel f-insurance covering any kind of risk to APl A-PP.

SUBPART 5228.90 INSURANCE UNDER LEASES

5228.9000 General.

When the CGovernment property is | eased under the authority of 10 U S.C 2667, the
| essee, at its own expense, shall insure the property and the liabilities of itself
and the Government to third parties, including enpl oyees.

5228.9002 Waiver.

The requirement to insure the property may be waived by APl A-PP when nore than 75%
of its use is for Covernment work. In such case the Governnment will assume the risk
of loss or danmage to the property and the | ease will be nodified accordingly.

5228.9003 Lessee Requirements.
Where insurance is required:

(1) The lessee, for the period of the | ease, shall purchase and maintain Fire
and Extended Coverage insurance or its equivalent and, if applicable, Boiler and
Machi nery insurance, in an anount equal to replacenent value | ess depreciation or in
any | esser anmount determned by the contracting officer

(2) Lessee will provide insurance on special types of property (e.g. floating
drydocks, mobile power plants, etc.) as designated by APl A-PP.

(3) Wen a co-insurance clause is used, failure of the | essee to maintain
adequate insurance will not relieve the lessee of its responsibilities under any
other terns of the |ease.

5228.9004 Insurance Policies.

(a) Insurance policies for |eased property shall be issued in the names of the
| essee and of the Department of the Navy and shall contain a | oss payabl e provision
as follows: "Loss, if any, under this policy shall be adjusted with (Lessee) and the
proceeds, at the election of the Governnent, shall be payable to the (Lessee); any
proceeds not paid to the (Lessee) shall be payable to the Treasurer of the United
States."

(b) Each insurance policy shall contain a provision for thirty days prior notice
to APIA-PP in the event of cancellation of the policy.

(c) Acertificate of insurance or copy of each insurance policy shall be deposited
with APl A-PP.

5228.9005 Contracting officer requirements.

(a) Leases involving significant insurance costs shall conformto the requiremnents
of the FAR If required, nodify existing |eases.

(b) Refer all questions in connection with subpart to APIA-PP or, with respect to
formand legality, to the Ofice of General Counsel



PART 5229
TAXES

SUBPART 5229.2--FEDERAL EXCISE TAXES

5229.201 General.

(b) (i) Tax exenption certificates will be issued as authorized by FAR Subparts
29.2 and 29.3. Tax exenption certificates will not be issued for small purchases
requiring payment in cash through the use of the inprest fund procedures.

(ii) Tax exenption certificates will be issued to contractors by:

(A) Contracting officers;

(B) Odering officers in the case of indefinite delivery type contracts;

(© Disbursing officers under Defense Fuel Supply Center contracts, when
appl i cabl e;

(D CQher procurement personnel as authorized by contracting officers.
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PART 5230
COST ACCOUNTING STANDARDS

SUBPART 5230.2--CAS PROGRAM REQUIREMENTS

5230.201 Contract requirements.
5230.201-5 Wi ver.

(a) Submt the information to APIA-PP. Include it as an enclosure to the
initiating comruni cati on and nunber the paragraphs sequentially in the sane order as
FAR 30. 201- 5.

(7) Include the estimated date of contract award and justification, if any, for
the urgency of award if the estinmated date of award is |less than sixty (60 ) days
fromdate of submssion. In the case of contracts to be placed with foreign
concerns, request DCAA to provide, where applicable:

(A) Any accounting requirenments inposed on the foreign concern by the foreign
governnent which are inconpatible with the cost accounting standards;

(B) Any accounting requirenments inposed on the foreign concern by the foreign
governnent which are sufficiently unique that conpliance by the concern with the cost
accounting standards woul d not be feasible; and

(© The cost inpact on U S. Government contracts with the foreign concern if
the cost accounting standards were required to be followed by the concern. [If, on
the basis of informati on devel oped by DCAA, it appears that the foreign concern could
reasonably conply with nodified coverage, renew efforts to obtain its acceptance of
the nodified coverage. |If, despite renewed efforts, the foreign concern stil
refuses to conply, obtain a further witten statement of its position which di scusses
in detail each of the DCAA findings and the rationale for the continued refusal

5230.202 Disclosure requirements.
5230.202-2 Inpractability of subm ssion

Submt requests for inpractability determ nations follow ng the requirenents and
format of 5230.201-5.

5230. 202-8 Subcontractor disclosure statenents.
(f) Requests for an ASN (RD&A) inpracticability determnation shall be submtted

in the sane form contain the sane infornation, and be processed in the sane manner
as set forth in 5230.201-5.
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PART 5231
CONTRACT COST PRINCIPLES AND PROCEDURES

SUBPART 5231.1--APPLICABILITY

5231.109 Advance agreements.

(a) Al advance agreenents, including those negotiated pursuant to the Cost
Accounting Standards Board's pronulgated rules and regul ations (e.g., advance
agreenents with contractors on shorter depreciation periods for certain assets as
provi ded in CAS 409.50(e)(5)) are subject to the approval requirenents in (f) and (g)
bel ow.

(f) and (g) Pursuant to 5201.690-6, business cl earance approval shall be obtai ned
fromAPI A-PP for all advance agreenents on the treatment of special or unusual costs.

5231.205-26 Material costs.
(DAR COUNCI L DEVI ATI ON #90-940 - 29 AUGUST 1990) NAVSEASYSCOM in their Naval
Nucl ear Propul sion Program prine contracts with Wstinghouse and General E ectric, is
authorized to deviate from (i) FAR 31.205-26 to allow for reinbursenment of
i nterorgani zati onal transfers at price when the criteria in FAR 31.205-26 are not
met; and (ii) FAR 52.246-24 to allow use of a nodified cl ause.
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PART 5232
CONTRACT FINANCING

SUBPART 5232.4--ADVANCE PAYMENTS

5232.402 General.

(e) Al delegations of authority with respect to advance paynents under 10 U S C
2307 conferred upon the Secretary of the Navy have been del egated to the ASN(FM.
This authority has been redel egated to the Drector, Ofice of Financial Managenent
Systens (NCF), Ofice of Navy Conptroller, who will make the necessary determ nati ons
and findings and approve contract terns concerni ng advance paynents. Requests for
advance payments shall be subnmitted via APl A-PP.

SUBPART 5232.5--PROGRESS PAYMENTS BASED ON COSTS

5232.501 General.

5232.501.-2 Unusual progress paynents.

(a) Requests for unusual progress paynents pursuant to FAR 32.501-2 shall be
forwarded via APl A-PP.

5232.502 Preaward matters.
5232.502-91 D sbursi ng.

(a) D sbursing by Defense Contract Managenent Area (peration (DCMAO. Contracts
whi ch designate a DOVAO as the paying office shall provide for the contractor's
invoices to be subnitted directly to the DOMAO

(b) D sbursing by DoN offices.

(1) Acceptance at Contractor's Plant. Were acceptance is at origin, contracts
whi ch desi gnate a Navy Regional Finance Center or other DoN activity as the paying
office shall provide for the contractor's invoices, acconpani ed by the paying office
copies of the related Material Inspection and Receiving Reports (DD Forns 250), to be
subnmitted directly to the paying office.

(2) Acceptance at Destination. Were acceptance is at destination, contracts

whi ch desi gnate a Navy Regional Finance Center or other DoN activity as the paying
office shall provide for the contractor's invoice to be subnitted to the consi gnee.

SUBPART 5232.6--CONTRACT DEBTS

5232.602 General.

NAVCOWPT Manual , par. 040703 covers ascertai nment and coll ection of debts owed by a
contractor, including deferred collection
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5232.690 DoN claims against a contractor.

(a) Ceneral. It is essential that DoN personnel take pronpt action to document
the basis and reasons for the clai mand, when possible, to settle the claimhby
negoti ation with the contractor

(b) daimreporting. For all Governnent claims which exceed $500, 000, HCAs shal
provide quarterly and summary reports to API A-PP in accordance with the procedures of
5233.9001(a) and (b).

(c) daimdocunentation. The same standards of clai mdocunentation required for
contractor clains (see 5233.9000) shall also be applicable to Governnent cl ains.

(d) dains review and approval. The review and approval requirements of
5233.9001(c) apply to the settlement of DoN clains agai nst contractors.

(e) Contractor appeals. In the event settlenment by negotiation cannot be
achi eved, a Contracting Oficer's decision shall be pronptly issued in accordance
with the "D sputes” procedure of the pertinent contract. This decision shall set
forth the basic facts of the dispute and the details of the DoN s cl ai magai nst the

contractor. In preparing the decision and processing the di spute, when an appeal is
taken by the contractor, the appeal procedures outlined in 5233.9002 shall be
fol | owed.

SUBPART 5232.7--CONTRACT FUNDING

5232.790 Establishment of obligations.

(a) NAVCOWT Manual, Volumes 2, 3, and 6 inplenment section 1311 of the
Suppl enent al Appropriation Act, 1955 (31 U S. C 200), which established the
prerequisites to the recording and reporting of an obligation. Particular attention
isinvited to the special provisions in the NAVCOWPT Manual relating to spare parts,
special tools, or other equipment included in a contract in an estinated | unp-sum
anount .

(b) An obligation will be recorded agai nst applicable appropriations or funds only
when supported by docunentary evi dence properly signed before expiration of the
period during which the appropriation or fund is avail able for obligation.

Contracts, agreenents, orders requiring acceptance, anmendnents for new requiremnents,
and simlar docunents requiring two signatures to be valid obligations nust have both
signatures affixed prior to expiration for obligation of the appropriation or fund

i nvol ved. Signatures to such obligating docurments will be dated the day that they
are affixed to the docunment. Such signatures will not be given as "as of" date. The
date of the last required signature determnes the date of the obligation for
recordi ng purpose. |If such obligating docunent requires the signature of the
contractor and the contracting officer and is signed by the contracting of ficer
subsequent to signing by the contractor, the signature of the contractor need not be
dated, provided the following statement is affixed on each original signature page
directly below or adjacent to the signature of the contracting officer: "Signed by
Contracting Oficer on subsequent to signing by the contractor."

(c) Conformed copies of all obligating docurments shall be furnished for the
recording of obligations. These copies need not be signed by either party, nor need
they set forth in full the names of the individuals signing, their official titles,

or the names of the contractors and the contracting activities concerned. In lieu
thereof, notations or stanps may be applied, such as "Signed on behalf of Contractor™
and "Signed on behal f of Governnent." However, all such conforned copi es shal

either set forth fully the dates of the signatures on behalf of both parties or wll
clearly identify the party last signing and set forth fully the date of that
si ghat ur e.
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5232.791 Obligation of transportation cost in purchase documents.

(a) Pursuant to the authority of NAVCOMPT Manual 032100 and consistent with FAR
31.205-45, the cost of transportation of material to first destination is usually
charged to the Navy Managenent Fund w th subsequent rei nbursenent by the
appropriation involved. However, if the contract provides that the cost of
transportation either is to be included in the purchase price or is to be paid by the
supplier subject to reinbursement by the Navy (i.e., the anount of the obligation
establ i shed by the contract includes the cost of transportation), the transportation
cost will be charged to the same accounting data which is charged for the cost of the
material. Wen the contract includes the cost of transportation the estinated
transportati on cost nust be considered together with the cost of the naterial or the
contracting office may be guilty of over obligating the amount of funds cited in the
requi sition, or other purchase authorization, in violation of Section 1517, Revi sed
Statues (31 U. S.C. 665).

(b) Contracting officers are responsible and will ascertain that actual or
estinmated transportation costs chargeable to the purchase funds of the Navy will not,
in conjunction with the purchase price, result in an over obligation. Wen the
supplier is to be reinbursed for transportati on costs, the contracting officer shal
include an estimate of such costs in the contract under the appropriate data, as
follows: "For obligation purposes only, the transportati on costs chargeable to the
funds indicated above are estimated to be $ " These estinated
transportation costs will not be included in the total posted in the "Amunt" bl ank
on the face of the purchase document; however, the words "PLUS TRANS' will be
inserted within the "Amount" blank to alert interested personnel to this additiona
obl i gation.

(c) No purchase document shall provide for reinbursable transportati on costs where
initial destination is unknown.

5232.792 Accounting and appropriation data.

(a) Every contract or order shall indicate the accounting code nunbers (appearing
in the purchase request) under which paynents on the contract or order are to be
made. Applicable accounting data shall al so be shown on any change order or contract
amendnent that revises the accounting data for any itemor increases or decreases the
total amount of a contract. Such accounting data shall be shown either in the proper
spaces in the preprinted format on the purchase document or in the exact same fornat.
When an el enent is not present, insert a zero in the appropriate colum or opposite
the applicabl e abbreviati ons used to correspond to the headings |isted under
"accounting and appropriation data" on the Form 1155 (as overprinted for Navy
Accounting data). The accounting and appropriation data represents the accounting
classification reference nunber (ACRN): Appropriation and subhead, object class,
bureau control nunber, sub-allotnent nunber, authorization accounting activity, type
code, property accounting activity and cost code.

5232.793 Responsibility for accounting classification and payments data.

(a) The contracting office is responsible for ensuring that all contracts and
nodi fications are witten in such a manner that all quantities, itens, tasks,
services, etc., required by the contract or nodification can be related to specific
accounting classifications cited in the contract or nodification. Purchase
Requi sitions and other procurenent request type docunents received fromrequiring
activities should be witten in a simlar manner or returned to such activities with
a request for clarification. Further, all shipping instructions issued under the
contract or by nodification nust identify the Contract Line Item Nunber (CLIN),
Subline Item Nunber (SLIN) and Accounting d assification Reference Nunber (ACRN),
which will permt identification of the accounting classification to which each
quantity of each item service, or task, is properly chargeable. Contracts shal
require that the contractor cite the CLIN SLIN, and ACRN, reflected in the shipping



instructions, on applicable invoices. This will permt proper payment by the
appl i cabl e disbursing office and will ensure reporting of the disbursenent to the
appropriate Authorization Accounting Activity. Wien requested, the "Paying
Ofice(s)" designated in the contract to nake paynments under the various
appropriations, will pronptly provide the contract admnistration office with
information as to the anmounts paid under the contract by each ACRN

SUBPART 5232.9--PROMPT PAYMENT

5232.903 Policy.

For Pronpt Paynent Act purposes, every contract, including an action acconplished
by smal | purchase procedures, shall indicate on its face whether the payments under
it are:

(a) Subject to the 7 calendar day constructive acceptance peri od;
(b) Subject to acceptance terns other, than (a) above; or
(c) Not subject to the Pronpt Paynent Act.
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PART 5233
PROTESTS, DISPUTES, AND APPEALS

SUBPART 5233.1 (DFARS 233.1)--PROTESTS

5233.103 Protests to the Agency.

(a) (2) Determnation to proceed with award prior to resolving the protest shal
be made at a higher level within the contracting activity than the contracting
of ficer.

(b) (1) The contracting officer is designated to receive protests submtted by
interested parties.

5233.104 (DFARS 233.104) Protests to GAO.

(g) The responsibility to report to the Conptroller CGeneral is delegated to HCAs
wi t hout power of redel egation. HCAs shall consult with APl A-PP before any fina
decision is reached not to inplement GAO s recommendations. A copy of each report
shal | be provided to APl A-PP concurrent with the subm ssion to the Conptroller
General .

SUBPART 5233.2--DISPUTES AND APPEALS

5233.201 Definitions.

"Disruption”, as used in this part, means the cost effect upon, or the increased
cost of perform ng, the unchanged work due to a change to the contract.

"Del ay", as used in this part with respect to contractors, clains or requests for
equi tabl e, adjustnents, nmeans the time-oriented cost effects or length of a
suspensi on in schedul ed contract work or a period of time-oriented cost effects or
length of a suspension in schedul ed contract work or a period of time a contractor is
required to performbeyond the contract delivery or conpletion date, allegedly due to
contractual Iy renedi abl e Governnent actions or inactions. Delay can be expressed in
terns of time or cost or some conbination of tine and cost.

5233.203 Applicability.

(b) The HCA is the designated official for making a determ nations that the
application of the Act to the contract would not be in the public interest. This
authority cannot be redesi gnat ed.

5233.204 (DFARS 233.204) Policy.
5233. 204- 90 Cener al

Acqui sition prograns nust be conducted in a nanner cal culated to mnimze the
occurrence of clains by the contractor. Further, those clains which arise despite
appropriate precautions nust be resolved as pronptly as prudence permts by those
nost directly involved. The causes of clains nmust be mnimzed through realistic
pl anni ng and contracting, careful attention to the action required to nmeet the DoN s
obligations and tight control over the changes process. CQccurrences which may | ead
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to claims nmust be recogni zed as they happen and appropriate action initiated
promptly. Henments of Naval activities at all levels are expected to face claim
situations squarely, report themto the appropriate |levels of managenent, take pronpt
action to get the facts, make an objective analysis, and seek pronpt resol ution
Dealings will be fair and open with the expectation of equal consideration from
contractors. Delay in resolution of clains by and agai nst contractors can produce a
serious inpact upon the business rel ationship between the DoN and its contractors.
Thus, resolution of clains nust receive a high priority and degree of attention at
all levels.

(a) Milti-discipline approach. dains by contractors often involve difficult
and conpl ex legal, factual and financial issues requiring extensive fact-finding or
anal ysis to determ ne whether or not the Government is liable. In many situations, a
mul ti-di scipline team approach invol ving technical, engineering, procurenment, audit
and | egal personnel may be the nost efficient and expeditious neans of evaluation to
assure both protection of the Government's interest and a fair and objective
resolution. Thus, when such a claimis submtted by a contractor, or even prior to
its receipt, or when it is known that such a claimw Il be filed, Navy activities
shoul d consider the establishment of a multi-discipline Adains Teamand the
appoi ntment of a dains Team Manager who will be responsible for identifying the
ki nds and nunber of resources which may be required for tinmely analysis of the claim
The d ai ms Team Manager will coordinate with the Defense Contract Audit Agency and
the Ofice of General Counsel to ensure that auditors and attorneys are assigned to
the team

(b) Formal and constructive changes.

(1) In those cases where DoN actions (or inactions) alleged by the contractor
after appropriate evaluation, constitute a change, the contracting officer shoul d
pronmptly formalize such constructive change(s) in witing as soon as the parties have
negoti ated an acceptable adjustnent to the contract price and delivery clauses,

i rrespective of whether the contract contains the clause at FAR 52.243-7,
Notification of Changes. Negotiation and settlenment of such changes shoul d be
handl ed i n accordance with FAR 42.302(b) (1). The procedures in (3) bel ow nay be
used on an exception basis where the contractor has not presented a full disclosure
of pertinent facts or a tinely determ nation of DoN responsibility is not feasible.

(2) Wth respect to those fornal witten changes as to which the contractor
all eges a factual or other interrelationship with a claim activities shoul d exert
every effort to equitably adjust such changes coupled with all onance for any
di sruption or delay inpact determned to be appropriate by the contracting activity.

(3) In exceptional cases where disruption, delay or other clained inpacts are
known to exist and cannot be currently resolved, the contracting activity nay proceed
with equitable adjustnents covering the interrelated fornmal changes coupled with
usage or qualified release. The qualified rel ease should specifically identify the
inter-relationship with the contractor's clai msuch as delay or disruption inpacts
reserving to the contractor the right to pursue and denonstrate support for a
separate equitabl e adjustnent therefore under the contract.

(c) Rejection of "total cost” and "total time" based cl ains.

(1) Contractors have occasionally submtted clains based on "total cost" or
"total time" approaches, i.e., they have asserted that the government was whol |y
responsi ble for all costs incurred in excess of the contract price, or for all delay,
wi t hout proof that such excess costs or del ays were caused by government conduct; not
by contractor conduct or by concurrent causes. Yet in changes clains there is a
wel | -establ i shed requirenment to denonstrate causality between the change and

resulting quantum This derives fromthe ternms of the Changes clause itself: "...if
any such change causes an increase or decrease in the cost of, or the tine required
for the perfornmance of any part of the work..." The total cost approach is suspect

because it assumes that the contractor's initial contract price was reasonabl e; that
t he government al one caused the contractor's increased costs; and that the
contractor's performance costs were reasonable. Only in fewrare cases has the tota
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cost approach been accepted, and then only as a "last resort”; when the contracting

officer did not nake the sort of equitable adjustnent required by the Changes cl ause
and the circunstances all owed the contracting officer, board or court to accept the

three foregoi ng assunptions.

(2) Aclaimant filing a total cost or total time based claimhas the burden of
establishing that there is no other feasible, acceptable basis for conputing the
claimant's increased costs or delays. The claimant nmust prove that there is no way
of correlating government actions and om ssions to historical cost elenents or even
to reasonabl e substantiated cost estimates. |If the contractor (claimant) fails to
sustain this burden, then as a policy matter the DoN shoul d reject any contractor
claimpremsed on a "total cost" or "total time" approach

5233.206 Initiation of a claim.

(a) Citeria for submtting, docunmenting and processing contractor contractor
cl ai ns.

(1) Sone contractors have submtted clains, portions of which, upon review are
found to be exaggerated, inflated, or unsupportable. Gossly overstated clains
suggest the potential for false clains, false statements, or fraud. dains sonetines
fail to differentiate between factual and judgnental assertions and to support al
assertions with specifically identified evidence. Such subni ssion can delay and
frustrate the DoN s clai mrevi ew anal ysis and evaluation. Thus, as soon as a cl aim
is received prelimnary review shoul d be conducted to determ ne whet her or not
adequat e docunentation exists to comrence a full and conprehensive anal ysis.
Accordingly, it is necessary to take steps to pronote nore readily reviewable claim
subm ssions by establishing requirenents for the evidentiary docunmentation of clains
and by requiring responsible contractor officials to certify the clains submtted
(see FAR 33. 207).

(2) The general criteria for information required to support claimsettlenent
i nclude the existence of a legal basis for entitlenment, facts neeting the el enents of
proof required to support the basis of entitlement, and adequate factual support for
the amounts clainmed. The DoN should require a proper clai msubm ssion on the basis
provided in the changes clause, nanmely, a basis factually denonstrating docunented
scopes of work correlated to provabl e i nstances or categories of governnent
l[iability. The DoN should, in all cases, require denonstrati on of causal support and
docunentation of quantumin as much specificity as the facts will permt.

(3) dJdaimants shoul d be advised that all clai massertions nust be supported by
specifically identified evidence (including applicable historical and planned cost
and production data fromthe contractor's books and records), and that opinions,
concl usi ons or judgnental assertions not supported by such evidence, or by a sound
and reasonabl e rationale, which is fully discussed, are w thout probative val ue and
unaccept abl e.

(4) An individual SF 1411, Contract Pricing Proposal Cover Sheet, shall be
submtted for each el enment of a contractor's claimat the time of the initial claim
submi ssion, for any material revision of the claimand prior to the execution of a
settlement agreenent on the claim (See FAR 15.804-6(b) and Tabl e FAR 15-5,
Instructions for Subm ssion of a Contract Pricing Proposal.)

(5) Since the burden of proof of a claimrests with the clainmant, the DoN shoul d
reject any clains which fail to neet any of the requirements set forth in 5233. 9000,
and consider returning clains which suffer fromthe defects noted i n subparagraph (3)
above. Any rejection should be acconpanied by an indication to the clainmant of the
areas or types of deficiencies which formthe basis for the rejection. dainmants nay
be given an opportunity to resubmt such clains in the proper manner, unless it is
apparent fromthe contractor's submssion that the claimis without foundation

(6) |If, after resubmssion of an initially rejected claim and through revi ew
and eval uation thereof by the DoN, the parties are unable to agree upon a settl enent
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of the claim the DoN should not normally entertai n anot her cl ai mresubmni ssion.
Instead the contracting officer should issue a final decision pursuant to FAR 33. 211
determining to what extent, if any, the claimis acceptable and to what extent it
shoul d be deni ed.

(7) Where contractor actions or inactions are likely to result in aclaimor to
delay tinmely and equitable resolution of claimissues, or contract perfornmances may
be inpaired, higher |evel assistance will be pronptly sought.

(8) FAR 33.208 requires the Government to pay interest on certain clains. Wen
it is necessary for the Contracting Oficer to obtain additional contract funding in
order to honor the Government's obligations in an interest bearing situation, the
contracting activity shall notify APl A-PP by message. The nmessage shoul d be sent
priority precedence, with copy to the appropriate SYSCOM and Project Ofice. Send a
fol |l owup nmessage every 30 days until funding is provided. The SSIC for these
messages i s N0O7130 and the foll owi ng subject should be used: Contract Settlenent with
Interest for Unfunded d aimProvision. The nessage should provide the follow ng
dat a:

(A) Contract deliverable,

(B) Contractor,

(© Contract nunber,

(D) Date of contract settlenent,

(E) Total amount of settlenent (Show the appropriation. |f nore than one
appropriation, then apportion the interest penalty by appropriation.),

(F) Date of start of interest penalty,

(G Anount of daily interest (Show the appropriation. |f nmore than one
appropriation, then apportion the interest penalty by appropriation.),

(H Additional funds required,

(1) Any anplifying information, and

(J) Nane of contracting officer/phone nunber.

5233.209 Suspected fraudulent claims.
The Navy I nspector CGeneral is the agency official responsible for investigating
fraud.

5233.211 Contracting officer's decision.

(b) Copies of the contracting officer's decision will receive the sane
distribution as the related contract and also will be furnished to any assignee,
guarantor, or surety of the contractor. 1In addition, a |legible copy of the decision
shall be forwarded to the Ofice of the General Counsel, Legal Services Support
Qoup, Navy Litigation Ofice, Departnent of the Navy, Washington, DC. 20360 at the
time of transmttal to the contractor.

SUBPART 5233.70 (DFARS 5233.70
--CERTIFICATION OF CLAIMS AND
REQUESTS FOR ADJUSTMENT OR RELIEF

5233.7000 (DFARS 233.7000) Policy.

Exanpl es of requests subject to the certification requirements would be those made
under the "changes," "CGovernment Property,"” "Term nation for Conveni ence of the
Covernnent, " "CGovernment Del ay of Work," "Stop Wrk Oder," and "Insurance-Liability
to Third Persons" clauses. Excluded fromthe certification requirenment are new
procurenent nodifications, changes or nodifications, changes or nodifications of the
contract of a prospective nature that are fully priced, and routine contract payments
(e.g., requests for payment for delivered and accepted supplies and services,
vouchers under cost rei nbursement contracts, and progress paynment invoices).

PAGE 86
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SUBPART 5233.90--PROCEDURES

5233.9000 Documentation of significant contract events.

(a) Ceneral. Proper resolution of contractor clains is dependent upon the
adequacy of both the avail able contractor and Government information concerning the
rel evant facts. HEfective presentation and analysis of a claimrequires the
contractor to reconstruct events, actions, circunstances and conditions that may have
taken place long since. This reconstruction process is conplicated by the inpact of
ot her past transactions and events that are not germane to the issues invol ved and
must be separated therefrom Adequate docunentation is the key to the CGovernnent's
ability to verify, qualify or refute matters which a contractor presents in support
of, or as the basis of, the contractor's claim

(b) Applicability. A record of significant events, in accordance w th paragraphs
(c), (d) and (e) below, shall be maintained by the contract adm nistration office
with respect to:

(1) Al contracts in excess of $5,000,000; and

(2) Al contracts, regardl ess of dollar anount, wherein the officer in charge of
the contract admnistration office has determ ned a reasonable possibility exists
that a claimnay be asserted thereunder

(c) Record of significant events. Field contract admnistration offices shall be
instructed to maintain, on a continuing bases (daily when necessary), a record
narrative summari zing significant events as they occur during the performance of each
contract specified in paragraph (b) above. The record shall document events as
prescribed in paragraph (d) belowwith the type of information described in paragraph
(e) below. The record shall be suppl erented by phot ographs, references to key
docunents, or other information as necessary and appropriate, to assure a conplete
and i ndependent record of contractor performance in the event of subsequent clains.

(d) Events to be documented. The significant events docunented shall include, but
shall not be limted to, those matters which have a bearing upon the foll ow ng areas:

(1) Delivery schedul e changes or probl ens;

(2) Drawi ngs, designs and specification which are anbi guous, defective or
i mpossi bl e of perfornance;

(3) Differences ininterpretation of contract provisions;

(4) Delay and disruption of contractor effort;

(5) GChanges in nmethod or sequence of work;

(6) Late or defective Governnent furnished property or information

(7) Rejections, rework, waivers and devi ati ons;

(8) PManned vs. actual perfornmance m | estones;

(9) Delays in Government actions such as processing engi neeri ng change
proposal s, consent to subcontracts and review of technical data;

(10) Contractor error and non-conpliance with contract terns; and

(11) Any other Government actions or inactions (excluding formal witten change
orders) which have the effect or requiring the contractor to performwork different
fromthat prescribed by the original terns of the contract.

(e) Type of information. To the extent applicable, the follow ng infornation
concerni ng each event recorded shall be provided:

(1) The nature and pertinent circunstances of the event;

(2) The date of the event and the identification of Government and contractor
per sonnel involved, including nane and function of the respective individuals;

(3) Identification of any rel evant docunent invol ved;

(4) The substance of any oral communications; and
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(5) A statement concerning the possibl e consequences or effects of the event
descri bed upon the contract cost, schedule, or technical performance, including
manner or sequence of perfornmance.

(f) File maintenance. The records concerning significant events shall be kept in
a separate folder or folders for each contract and identified as the "significant
events" file. Those records which are already naintai ned separately as part of the
contract file in accordance with FAR Subpart 4.8 need not be included in the
Significant Events file. Were pertinent docunments needed to conplete the record are
| ocated el sewhere than in the contract file, copies of such docunents or cross-
references thereto, shall be included in the significant events file. Al non-
factual information (i.e., opinions and concl usions expressed by any representative
of the contract admnistration office, and privilege, |egal advice of counsel)
contained in the significant events file shall be marked "FOR OFFI G AL USE AO\LY. "

5233.9001 Claims reporting, review, and approval requirements.

(a) Quarterly claimreports. No later than 15 days after the end of each fisca
quarter, HCAs shall submt to APIA-PP, quarterly claimreports covering all
contractor's clains in excess of $1 mllion that have been certified under the
Contracts Dispute Act. This report is to include clains received by both the
headquarters and all field activities under the cogni zance of the HCA. Negative
reports are required. The report is to include the ten elenments of infornation
identified bel ow for each new claimincluded in the report. For previously reported
clains, information el ement nunber (10) shall be updated to di scuss progress nade.
In addition, all changes of dollar amounts of clains under review, or before the
ASBCA and Court of O ains, shall be explained. Final disposition of the claimshal
al so be discussed in the report when such action occurs. The quarterly reports shal
include the follow ng information

(1) Contractor's nane;

(2) Contract nunber; description of supplies or services; contract price or
estimated total cost;

(3) Date witten claimreceived,

(4) Anmount of claim(e.g., breakdown of quantumfor clainmed hardcore, delay,
di sruption, etc.);

(5 Aleged basis of claim(e.g., various constructive changes, suspensions,
|ate and defective GFI/GFE, etc.);

(6) Participating activities or agencies (e.g., SUPSH P, DOVAQ, USAF, etc.);

(7) Assessnent of validity of clai mwhere possible;

(8) Qurrent status;

(9) Provisional paynent; and

(10) M anned handling and disposition of claim including a mlestone plan of
action for disposition of the claim

(b) Summary of quarterly claimreports. The quarterly report required under (a)
above shall be acconpanied by a sumrary report in the format shown in Tabl e 5233-90 .
Cains returned to the contractor for insufficient docunmentation should not be
included in the summary report.

(in mllions)

TABLE 5233-90 FORVAT FOR QUARTERLY CLAI M REPCRTS
(COMWAND CR CONTRACTI NG ACTIVITY)
SUWARY OF CLAI MB | NVENTCRY - $1 M LLION AND OVER

QUARTER ENDI NG
(in mllions)

Cont r act or,
Contract No. Under Court of Pr ovi si ona
& Program Revi ew  ASBCA d ai ns Tot al Payment

No. Ant. No. Ant. No. Anmt. No. Amt  Am
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(d) dains review and approval. Al proposed claimsettlenments will be revi ened
and approved in accordance with the criteria as shown in Tabl e 5233-91 .

(1) Review and approval of clains settlenent and contracting officer's fina
decisions. (i) APIAis the senior advisor to ASN(RD&A) on all matters relating to
clains, and will provide for the review of all (i) proposed claimsettlenents in
excess of $10 nillion; and (ii) final decisions of the contracting officer involving
payrments in an amount greater than $10 nillion ( see Table 5233-91). At the
discretion of APIA this revieww ||l be conducted by either an individual not bel ow
the F ag/ SES | evel or an ad hoc clains board. Wen an ad hoc clains board is used,
the chair and nenbership will be appointed by APIA. A legal advisor will be used on
all reviews. APIAwll be the final approval authority and will obtain the
concurrence of ASN (RD&A).

(ii) At the option of the HCA, any proposed claimsettlenment or fina
deci sion of the contracting officer within the HCA' s approval |evel shown in Tabl e
5233-91, may be submtted to APIA for review or advice. |If a proposed claim
settlement or final decision of the contracting officer is within the HCA s approva
level, the HCA is authorized to approve such settlenent. This HCA authority may not
be del egated to any official bel owthe Deputy/Assistant Comrander for Contracts.

(2) Requirements for |egal menorandum The supporting docunentation
subnmitted to APFAwith respect to claimsettlenents or final decisions of a
contracting officer will include a | egal nmemorandum As a nminimumthe required | ega
menor andum shoul d:

(i) Analyze the applicability and adequacy of the contractor's |egal theory
or theories of Government liability;

(ii) Analyze and evaluate the presence and adequacy of evidentiary facts
satisfying the el ements of proof required by such [ egal theory or theories;

(iii) Analyze the applicability and adequacy of any affirmative defense the
Covernnent may have to the contractor's claim e.g., accord and satisfaction, failure
of consideration, fraud, release, |aches, statue of limtations; and

(iv) Analyze and evaluate the presence of any counterclai ns the Government
may have agai nst the

(3) Commtment and clearance. No settlenent commitnent or final decision shal
be made prior to obtaining the required approval.

(4) Provisional increases in contract prices. Prinmary enphasis should continue
to be given to achieving pronpt settlenent of clains, thereby obviating need for
provi sional price increases or paynents. Provisional price increases or provisiona
payment s agai nst contractor clains may be nade when the foll ow ng docunments have been
obt ai ned:

(i) Alegal determnation that the contractor is entitled to conpensation

(ii) Sufficient technical, admnistrative, and audit anal yses to permt such
| egal determ nation; and

(iii) A determnation by the contracting officer with respect to the anmount
of conpensation for which there is entitlement and that the anount of ultimate
entitlenent to conpensation will equal or exceed the amount of the provisional price
i ncrease or provisional payment.

5. Witten justification. Unless otherw se authorized by APIA when a
provi si onal payment, either individually or cumulatively against a single claim
exceeds $10 mllion, a witten justification shall be submtted to APl A for approval
The justification shall cover--

(i) the requirenments of the claim

(ii) the projected date of settlement of the claim and
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(iii) other pertinent information, including comrents as to whether the
contractor has reasonably satisfied all request for documentary and anal yti cal
support of the clai med anount.

(e) Inplementation.

(1) HCAs shall give wide dissemnation to and inpl enent these policies and
procedures, including establishnent of the appropriate delineation of authorities
within each activity.

(2) These policies shall apply to all pending and future contractor clains.

(3) Persons and boards required to review the proposed di spositions of
contractor clains shall assure that these policies were followed in the processing
and eval uation of the clai munder review

TABLE 5233-91

REVI EW AND APPROVAL CRI TER A

Amount or O aim Settl enent Revi ew Appr oval
$10 nillion or less Deput y/ Assi st ant HCA or
Comrander for desi gnee
Contracts
Amount of O aim Settl enent Revi ew Appr oval
Mre than $10 nillion APl A desi gnee or API A

revi ew board

5233.9002 Contractor appeals to the Armed Services Board of Contract Appeals
(ASBCA).

(a) Ceneral. The office of the General Counsel (OGC) has sole litigation
authority for all appeals under DoN contracts to the ASBCA. Because of the frequent
conpl exity of these cases, the O3C and the contracting activity involved shoul d
mai ntain the continuity of any DoN cl ai mteam whi ch m ght have investigated and
eval uated the contractor's clai msubm ssion. Such teans should continue to function
in an assisting capacity under the | eadership of the OGC Trial Attorney assigned to
handl e the appeal .

(b) Contracting officer decisions. Copies of all executed contracting officer
deci sions shall be forwarded, at time of issuance for appropriate action to the
Litigation Division of the OCC

(c) Contractor notices of appeal. Wen a notice of appeal in any formis received
by the contracting activity, the contracting officer is required by Rule 3 of ASBCA
Rul es (DFARS, Appendix A) to forward it to the ASBCA This shoul d be done by
contracting activity counsel on behalf of the contracting officer, with a copy to the
Litigation Division.

(d) Docunentation requirenments. The Litigation D vision shall be furnished four
(4) sets of the docunents pertinent to the appeal required by Rule 4 of the ASBCA
Rul es. The contracting officer shall conpile these docunents pronptly with the
advi ce and assi stance of contracting activity counsel. These Rule 4 docunents, which
at a mnimumshoul d include all of the documents relied upon by the contracting
officer in reaching a final decision, should be arranged in an orderly fashion
(preferably in chronol ogi cal order), indexed, nunbered and tabbed. Al pages shoul d
be clear and legible . |If additional docunentation is deenmed to be necessary, the
Litigation Division shall nmake the request for such documentation, and if it is
avail able, the contracting officer shall furnish said docunentation with the
assi stance of contracting activity counsel. Rule 4 requires that the docunents be
filed within 30 days after receipt of the notice of appeal. |If nore time is needed
the Litigation Division shall be advised so that it may request an extension of tine
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fromthe ASBCA. Such extensions shall be requested only when necessary and not as a
matter of course. In field contracting offices not having assigned counsel, the
Litigation Division will work directly with the contracting officer in obtaining the
Rul e 4 docunents. Upon receipt of the Rule 4 docurments, the Litigation Dvision wll
assune the responsibility for transmtting a copy to the Board and for neeting the
additional requirenents of Rule 4 with reference to the appel |l ant.

(e) Litigation report requirenent. Wth the conpilation of Rule 4 docunents, a
conprehensive litigation report shall be forwarded to the Litigation Dvision. At a
m ni nrum the report shoul d incl ude:

(1) A detailed narrative statenent of facts, preferably in chronol ogi cal
sequence, and with a topical segregation when appropriate, with references to
attached supporting docurments of expected testinony. |If such a statenent was
previously submtted pursuant to paragraph (d) above, it need not be submtted a
second time, but should be supplenmented or revised if additional infornmation becones
available in the interim

2. An analysis and evaluation (classified as attorney-client privileged
information) of the factual and | egal positions of both sides (including affirmative
def enses and counterclains available to the Governnent), the avail abl e evi dence, and
the expertise and effectiveness of prospective witnesses.

(3) The advisory report, if any, of the review ng official or board.

(f) Teamcooperation. Contracting activities shall cooperate with the Litigation
Division in connection with the conduct of an appeal. Arrangenents for staff
assi stance and support in the devel opnent of the appeals case shall be effected by
agreenent anong trial attorney, contracting activity counsel and the contracting
of ficer.

(g) Mtters for clearance with the contracting officer. The Litigation D vision
is charged with the responsibility for defending the DoN s case before the ASBCA as
contained in the contracting officer's final decision. |If, during the processing of
an appeal, the Litigation Dvision Trial Attorney considers that any aspect of the
DoN s case, as set forth in the final decision, should be abandoned or substantially
nodi fied, the Litigation Division Trial Attorney shall obtain the concurrence of the
contracting officer before entering into any stipul ation, consent, or other action or
di sposition with respect to such issue in the appeal s deliberations.

(h) Settlement negotiations pending appeal. The conduct of settlement negotiations
in connection with any pendi ng appeal shoul d generally be acconplished by a sel ected
teamconsisting of the trial attorney and representatives of the contracting officer
(including contracting activity technical personnel, counsel, negotiator, and auditor
if necessary). Qher arrangenents may be nade in specific cases as appropriate
However, no final settlement agreement will be made without the witten approval of
the contracting officer. Wen a settlement is nade, a nenorandum shall be prepared
by the negotiating team (and signed by all team nenbers) stating the basis and
reasons therefor. The settlenent agreenent shall be drafted by the contracting
activity and trial attorney. The trial attorney shall file any | egal papers required
to be filed with the ASBCA to effect disposition of the case by nutual agreenent of
the parti es.

(i) Appeals case remanded to DoN. I n sone instances, the ASBCA wi |l determ ne
that the contractor is entitled to conpensation with respect to one or nore issues
addressed in the contracting officer's decision. The ASBCA nay then direct that the
DoN re-assune responsibility of the clains case for purposes of quantum
determination. In all such cases, the contracting officer shall arrange for a
negoti ating teamto be established to reach mutual agreement with the contractor with
respect to such issue(s). Since the case no longer is considered a pendi ng appeal
the attorney for the negotiating teamshall be appointed by the appropriate
contracting activity counsel. No final settlenment agreenent shall be nade wi thout
the approval of the contracting officer.



(j) Review and approval. Negotiated settlenments of appeals, pending before the
ASBCA, as well as negotiated settlements of appeal issues which have been remanded to
the DoN for quantum deternmination, will be subject to review and approval in
accordance with the clains dollar threshold criteria shown in Tabl e 5233-91.

(k) Contract nodification. Wenever contract nodification and other contract
docunents are required to inplenment a settlenent of ASBCA or appellate court
deci sion, they should reference the ASBCA proceedings by title and docket nunber.




PART 5234
MAJOR SYSTEM ACQUISITION

5234.004 Acquisition strateqgy.

If the acquisition strategy contenpl ates the use of an option for initial
production requirements in a conpetitively or nonconpetitively awarded Engi neering
and Manuf acturi ng Devel opment (EMD) contract, address the use of the Phased Pricing
techni que described in 5216. 403- 2.
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PART 5235
RESEARCH AND DEVELOPMENT CONTRACTING

5235.006 (DEARS 235.006) Contracting methods and contract type.

(b) (i), (ii) and (iii). Notifications and requests for USD(A) approval are to
be submtted to API A for processing and signature by ASN RD&A).

5235.015 (DFARS 235.015) Contracts for research with educational institutions
and nonprofit organizations.

5235.015-70 (DFARS 235.015-70) Special use allowances for research facilities
acquired by educational institutions.

(c) Authorization of special use allowance. |In addition, the HCA should al so
consider if nore than the anount of percentage of cost needed to satisfy the
Covernnent's functional requirenments is recomrended for special use allowance, the
special circunstances justifying such action. Requests for HCA approval shall be
forwarded via Conmander, Naval Facilities Engi neering Comrand for review and coment
in regard to design, type of construction, adequacy to neet Covernnent requirenents
and the reasonabl eness of the estinmated total cost and the anmount thereof allocable
to Governnent requiremnents.

(d) Application of the special use all owance.

(S90) Contracts providing for a special use allowance for acquisitions or
construction of research facilities shall specify:

(i) that plans and specifications and maj or changes thereto shall be subject
to approval by the Covernnent;

(ii) that the work shall be subject to approval by the CGovernnent for
conformty to approved plans and specifications; and

(iii) that the NAVFACENGCOM shal |l be the authorized representative of the
sponsoring contracting activity for such purposes.

(S 91) Except as otherwi se directed or authorized in the approval, the contract
may al so provide for up to a 15%increase in the anount subject to the special use
al |l onance to cover changes in the work or any difference between estimated and act ual
cost of the work. Any such increase may be made subject to the approval of the
sponsoring contracting activity. |If nore than a 15%increase is required, the
further approval of the HCA or designee is required.

5235.070 (DFARS 235.070) Indemnification against unusually hazardous risks.

5235.070-1 (DFARS 235.070-1) Indemification under research and devel opnent
contracts.

(a) The authority to approve the inclusion of the appropriate DFARS contract
cl ause (252.235-7000 for fixed price and 252. 235-7001 for cost reinbursenent) and
definition in a research or devel opment contract, together with the authority to
approve the amount of any paynent under 10 U S.C. 2354(c) is delegated to APl A-PP.
The authority to approve the source of the funds out of which any such payment is
made is delegated to the Deputy Conptroller, Departnment of the Navy, and to one
assi stant designated by the Deputy Conptroller for such purpose.
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PART 5236 (DFARS 236)
CONSTRUCTION AND ARCHITECT-ENGINEER CONTRACTS

SUBPART 5236.2 (DFARS 236.2)
--SPECIAL ASPECTS OF CONTRACTING FOR CONSTRUCTION

5236.270 (DFARS 236.270) Expediting construction contracts.

Where additional costs are incurred, NAVFACENGOOM i s responsi bl e for obtaining
requi red agency head approval and certification.

5236.271 (DFARS 236.271) Cost-Plus-Fixed Fee Contracts.

Submt requests for use of cost-plus-fixed-fee construction contracts which require
ASD( P&L) approval to API A-PP via the HCA

SUBPART 5236.6 (DFARS 236.6--ARCHITECT-
ENGINEER SERVICES

5236.601 (DFARS 236.601) Policy.

(1) NAVFACENGCOM i s responsible for any required Congressional notification.
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PART 5237
SERVICE CONTRACTING

SUBPART 5237.1--SERVICE CONTRACTS--GENERAL

5237.102 (DFARS 237.102) Policy.

The use of unconpensated overtinme is not encouraged. Simlarly, the acquisition of
services on the basis of the nunber of hours to be provided is not encouraged since
it pronotes unconpensated overtine and often results in unsatisfactory contract
performance and/ or contract adm nistration problens. Accordingly, solicitations for
servi ces expected to exceed $100, 000 whi ch are based on the nunber of hours to be
provi ded shall not be issued unl ess approved in advance by the CCO or desi gnee.

5237.103 Contracting officer responsibility.
5237.103-90 Marking of contractor reports.

Al reports required under contracts for individual experts and consultants;
studi es, anal yses, and eval uations; and managenent and prof essional support services
shal | promnently show on the cover of the report:

(a) Nane and busi ness address of the contractor;

(b) Contract nunber;

(c) Contract dollar amount;

(d) Wiether the contract was conpetitively or non-conpetitively awarded; and

(e) Sponsor:

Name of I ndividual Sponsor

Name of Requiring Activity

Gty and State

The sponsor's nane shall be provided by the contracting activity and shall be an
individual fromthe requiring activity at the Program Manager or conparabl e | evel.

SUBPART 5237.2--ADVISORY AND ASSISTANCE SERVICES

5237.202 Policy.

(a) Additional policies and procedures for acquiring advisory and assi stance
services by contract are prescribed in DoD Directive 4205.2 dated 27 January 1986 and
SECNAVI NST 4200. 31B dat ed 8 Sept enber 1987.

5237.203 (DFARS 237.203) Types of advisory and assistance services.

(a) Individual experts and consultants. Procedures governing the procurenent of
i ndi vi dual experts and consultants are set forth in the Federal Personnel Manual
(CW ), (Chapter 304 and Appendi x C of the chapter) and FAR Subpart 37.2. In the
case of contracts where personal services are not involved there is no requirement to



NAVY ACQUISITION PROCEDURES SUPPLEMENT PAGE 97

i nvoke the exceptional authority of 5 U S.C. 3109 even though consulting services are
utilized. Accordingly, 5 U S C 3109 should not be used as authority for such
contracts.

5237.270 (DFARS 237.270) Master agreements.
5237.270-3 Limtations.

(a) The determnation and finding shall be conpleted as prescribed in FAR 1. 704
and DFARS 201.704. Upon signature, provide a copy to APl A-PP

(b) HCAs are responsible for publication of the notice of waiver in the Federa
Register. Al notices shall be forwarded to the O'fice of the Federal Register via
the Navy Judge Advocate CGeneral (Code 133) (see 5201-90).

5237.270-4 Reporting requirenents.
(a) Submt the annual report to APl A-PP not |ater than 29 Cctober

(a) (3) Reports shall cover the preceding fiscal year

(b) APIA-PP w Il centrally naintain the information required by (1) through (5)
whi ch shall be provided with the annual report required under (a) above.

SUBPART 5237.90--CONTRACTOR GUARD SERVICES

5237.9000 Contracting for contractor guard services.

(a) Policy. (1) Al requirenents for contractor guard services, with the
exception of those required to be obtained through the General Services
Adm ni stration (GSA), will be obtained through NAVFACENGCOM

(2) As amninmum the joint Navy Security and Investigative Command/ Facilities
Engi neeri ng Comrand 1986 Quard Services Contract Performance Wrk Staterment will be
utilized as the applicable statenent of requirenents.



PART 5239 (DFARS 239)
ACQUISITION OF INFORMATION RESOURCES

5239.001 Policy.

5239.001-70 (DFARS 239.001-70) Warner Anmendrent exenptions for Federal information
processing (FI P) resources.

(c) Deternminations of applicability of the Warner Amendnent shall be processed and
nmade in accordance with SECNAVI NST 5231. 1.

5239.002 (DEARS 239.002) Delegations of procurement authority.

(1) Requests for delegation of procurenent authority shall be processed in
accordance wi th SECNAVI NST 5231. 1.
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PART 5241
ACQUISITION OF UTILITY SERVICES

5241.004 (DEARS 241.004) Acaquiring utility services.

(a) The Commander, Naval Facilities Engineering Conmand has cogni zance over al
matters pertaining to Navy acquisition of public utility services including, but not
limted to, electricity, gas, water, sewerage, drainage, fire and police protection
street lighting and cl eani ng, and trash and garbage di sposal. Acquisition of
t el ecomruni cati on services is under the cogni zance of the Commandi ng O ficer
I nformati on Technol ogy Acquisition Center (ITAC).

(b) Authority to contract for public utility services shall be obtained by
Busi ness d earance Menorandum from NAVFACENGCOM i n such form as they may prescri be.
Busi ness d earance Menorandum shall set forth the follow ng information

(1) Nane and | ocation of activity;

(2) Type of public utility service required,

(3) Estimated annual cost and, if available, a billing analysis for the
precedi ng twel ve (12) nonths show ng usage and cost factors;

(4) Nane and address of contractor

(5) Copy of contractor's rates, rules, and regul ati ons applicable to the service
in question

(6) A statement concerning the availability of conpetition

(7) The chargeabl e appropriation; and

(8) Such other data pertaining to each type of public utility service as may be
prescribed, fromtine to tinme, by NAVFACENGCOM

(c) Al contracts shall be approved as to legality and form by NAVFACENGOOM
Counsel .

(d) Contracts for the operation of Government-owned facilities by a DON contractor
which call for reinbursenent of the contractor's utility expense shall specifically
provide for the subm ssion of utility subcontracts to the NAVFACENGCOM for commrent or
approval prior to execution of the contract.

(e) NAVFACENGCOMis authorized to procure unregul ated public utility services
without witten contract where the anticipated annual charges will not exceed $2, 500
and regul ated public utility services without witten contract where the antici pated
annual charge will not exceed $10,000 and where a connection or termnation charge
does not exceed $1,000 or $2,500, respectively. 1In all instances where utility
services are procured wi thout the use of a witten contract, paynment therefore wll
be made on the basis of monthly statements submitted in confornmty with applicable
regul ati ons.
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PART 5242
CONTRACT ADMINISTRATION

SUBPART 5242.1--INTERAGENCY CONTRACT ADMINISTRATION
AND AUDIT SERVICES

5242.101 Policy.

(d) DoN Field Contract Adm nistration Ofices will invoice for contract
adm ni stration services conpleted in accordance with instructions provided by their
parent command. Billing rates will be provided by the Conptroller of the Navy in
accordance w th NAVCOWPTI NST 7030. 17.

5242.190 Relationships - DCAA and contracting/contract administration offices.

(a) Oganizationally, the DCAA is separate from and independent of, contracting
and contract admnistration offices. Audit reports and other services provided by
DCAA are advisory and, as such, will be responsive to the needs of contracting and
contract admnistration offices and will be consistent with specific contract
provi sions and applicabl e regul ati ons.

(b) Areas of interest to the auditor often meet and overlap those of interest to
contracting and contract admnistration offices. A clear understanding of the
responsibilities of DCAA auditors is essential to ensure continuous cl ose cooperation
and team wor k

(c) Contracting and contract adm nistration offices have responsibility for

(1) Requesting contract audit service deened essential for the procurenent;

(2) Providing maxi numallowable time for the conduct of audits;

(3) Furnishing the auditor, in connection with a request for audit, copies of
any contracts (including change orders, supplenments, amendnents, and termnation
notices), cost statenents, proposals, and other financial data submtted by
contractors or, as appropriate, requested by the auditor;

(4) Establishing access to contractor records required by auditors; and

(5) Furnishing such other information, data, or technical service as may be
requi red (such as the advice of industrial engineers on cost matters, copies of
pricing nenoranda, etc.) or otherw se may be useful in performng the audit.

(d) Contract audit services shall be requested by contracting and contract
adm ni stration offices when necessary in connection with:

(1) Devel oprment of procurenment packages prior to solicitation
(2) Pre-award surveys

(3) Pricing contracting actions;

(4) Functional reviews of contractor performance;

(5) Progress paynents, and;

(6) Contract termnations.

(e) Contract audit services are perforned automatically in connection wth:
(1) Reinbursenent of costs, and

(2) Problens and unsatisfactory conditions encountered by the auditor and within
hi s purvi ew.
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(f) The independent professional advice of DCAA auditors is essential to good
contracting. The contracting and contract admnistration offices must consider such
advi ce. However, decisions of the contracting officer on contracting and contract
admnistration matters often have to take into account many factors in addition to
those presented by the auditors and will therefore represent the considered judgnent
of the contracting officer. (see FAR 15.805-1(a)).

(g) The auditor is required to discuss all significant and potentially
controversial problens, particularly those having a continuing inpact on the
reasonabl eness of pricing or on admnistration of the acquisition programwith the
ACO prior to finalization of audit action. Were agreenent on such probl ens cannot
be arrived at locally, the matter should be el evated through the respective audit and
contract admnistration chain of comrand for final resolution. Any other
unr esol vabl e di sagreenents concerning services provided by DCAA shall be referred to
hi gher contracting authority for discussion and resolution with counterpart DCAA
echel ons.

5242.191 Audit resolution and disposition.

(a) DoN Policy. DoN contracting activities shall use contract audit advice
provi ded by the DCAA. This entails:

(1) full consideration of the findings and recommendati ons nade by auditors;

(2) pronpt, proper resolution of differences between contracting officers and
contract auditors on the proposed disposition of audit findings and recommendati ons;

(3) expeditious disposition, including fund recovery actions;

(4) docunentation of any differences between the audit recommendati on and the
actual dispositions thereof; and

(5) continuous dial ogue between contracting, auditing and audit follow up
personnel to achieve the nost effective system possible.

(b) Systemstructure. The contract audit followup systemshall be structured in
consonance w th the independent decision making role of the contracting officer and
the financial advisory role of the contract auditor. Resolution of contract audit
reports other than preawards, is required by law w thin six nonths of report
i ssuance. Disposition shall take place as soon as possible after resolution

(c) Responsibilities.

(1) APIAPPis the contract audit followup official responsible for managing
the DoN s contract audit follow up program

(2) HCAs shall:

(i) establish procedures as prescribed by FAR 15. 807, whereby contracting
officers shall fully consider contract audit advice in the course of determ ning
prenegoti ation positions that are subject to DoD Conponent review and cl earance
pr ocesses.

(ii) westablish internal controls to ensure that the Comrand contract audit
foll owup systemis fully inplemented in accordance with the requirenments of DoD
Directive 7640.2 dated 12 February 1988, and that systemoperation results in tinmely
and appropriate resolution and disposition of audit reports.

(iii) ensure that performance appraisals of appropriate acquisition officials
reflect their effectiveness in resolving and di sposing of audit findings and
recomrendations in a timely manner, while fully protecting the Governnment's interest.

(iv) establish procedures for naintenance of up-to-date records on al
applicable contract audit reports fromreceipt through disposition. For open reports
,this includes witten mlestone plans conprised of target dates for resolution and
di sposition, and planned actions to acconplish those dates. Wen an audit is
resolved, it must be supported by specific witten docunmentation in the file.

(v) establish procedures to nonitor and ensure the proper, tinely resolution
and di sposition of contract audit reports.
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(vi) establish procedures to ensure that the sem annual contract audit
foll owup status report submssion is:

(A) prepared in accordance with DoD Directive 7640.2 dated 12 February
1988, paragraph F. 3., and encl osure 3.

(B) verified against prior status report subm ssion and the applicabl e DCAA
control logs; and

(O submtted to APIA-PP within 15 cal endar days after the end of the 31
March and 30 Septenber reporting periods. APIA-PP will accumul ate the reports and
subnmit the consolidated DoN report to the DCDIG within 30 cal endar days after the end
of the reporting period.

(vii) ensure that acquisition personnel are adequately trained in the
utilization of contract audit reports and the requirenents of the contract audit
fol | owup program

(viii) establish procedures for docurenting and revi ew ng

(A) proposed prenegotiati on objectives which provide the i ndependent review
for internal control purposes. This will be acconplished as part of the business
cl earance review and approval process. In docunenting the prenegotiation position
the contracting officer should indicate whether the audit recomrendati ons were
accepted or, if not, whether the auditor has revised them Wen the contracting
officer disagrees with the audit position, the contracting officer's prenegotiation
docunent ation should include the rationale for not accepting the audit advice. The
post negoti ati on docunentati on should include a summary of the field pricing report
recomrendat i ons and reasons for any pertinent variances fromthese recomrendati ons.

(B) objections fromthe contractor to the adm nistrative contracting
officer (ACO for auditor-determned indirect cost rates. This wll be acconplished
as part of the business clearance review and approval process. |If the contractor
subnmits a witten objection to the ACO the ACO nmay communi cate further with the
contractor in order to reach an agreenent. |f the ACO disagrees with the audit
recomrendat i ons, he or she shall conply w th the busi ness cl earance procedures for
docunentation and review prior to disposition. If the ACO agrees with the audit
recomrendat i ons, he or she shall issue a final decision, after conplying with the
cl earance revi ew and approval procedures.

5242.192 Commercial advertising by DoN contractors.

(a) Contractors frequently include in sone of their comrercial advertisenents
reference to their participation in DON prograns. Prior to placenent of these
advertisements, the contractor may seek approval thereof fromsome DoN office. The
general DoN policy is to not object to such advertisements provided they do not:

(1) Directly or indirectly constitute an endorsenent by the Department or any
nmenber thereof of the contractor's product or service;

(2) Indicate or inply in any manner Departmental preference of the contractor

(3) Contain reference to contract nunber or other contractual detail; or

(4) Disclose classified mlitary information

(b) Contractors are not required to obtain prior clearance for advertisenents.
However, any Departnental office that becones aware of any advertisement which
appears to conflict with the conditions of (a) above shall imediately bring it to
the attention of the cognizant field contract admnistration office. The field
office shall take necessary action with the contractor to resolve the matter in
consonance with the aforesaid policy. In the event this matter cannot be resolved to
the satisfaction of the field office, the matter shall be referred to APl A-PP
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SUBPART 5242.2--ASSIGNMENT OF CONTRACT ADMINISTRATION

5242.205 Designation of the paying office.
Al contracts, agreements and orders citing DoN appropriations and funds paid by

DoN di sbursing offices will show the appropriate Financial |nfornation Processing
Centers (FIPCs)/Financial Processing Centers (FPCs).

SUBPART 5242.3--CONTRACT ADMINISTRATION OFFICE FUNCTIONS

5242.302 (DFARS 242.302) Contract administration functions.

(b) (4) Subject tothe limtations prescribed in (B) below the CAOis hereby
del egated authority to execute contract nodifications providing for the deobligation
of unexpended dol | ar bal ances consi dered excess to known contract requirenents in
t hose applicable DoN contracts assigned for administration. The ACO shall execute a
bilateral contract nodification reducing the dollar bal ance of the contract when it
is determned that excess funds are available for deobligation. If nmore than one
appropriation is involved, the excess anount for each appropriation shall be
identified. The ACOis authorized to include statenents of funding contingencies
reserved by either party for further CGovernnent obligation and to affect a net
reducti on of the dollar balance of obligated DoN funds.

(B) Limtations. This delegation does not apply to that portion of:

(1) DoN cost reinbursenment contracts where DoN funds are invol ved; and

(2) DoN fixed-price contracts where DoN funds are obligated or commtted
pursuant to provisioning procedures, or where DoN funds for engineering services and
rel ated support are involved.

5242.302-90 Responsibilities of Supervisors of Shipbuilding, Conversion, and Repair
( SUPSH! Ps) .

(a) Policy. The follow ng policy, applicable to DoN field contract adninistration
of maj or defense system acquisitions, is based upon the prenise that the contractor
is primarily responsible for the contractor's cost, schedule, and technica
per f or mance;

(1) A capability shall be established and maintained in the SUPSH Ps to provide
the required support to the contracting officer, programnanager and contracting
activity.

(2) Maxinmumresponsibility, within existing capability, shall be assigned to the
SUPSH P by the contracting officer, program manager, and/or contracting office.
Appropriate agreenments shall be formalized which clearly define for each program
assigned to a SUPSH P the detailed responsibility of the SUPSH P.

(3) The basic nmethod of operation of the SUPSH P shall be the nonitoring of the
contractor's performance, includi ng managenment and operations. Enphasis shall be
pl aced on ensuring that contractors incorporate controls to ensure that the contract
requi renents are met.

(4) SUPSH Ps shall coordinate their contract admnistration efforts with those
of the DCAA (Defense Contract Audit Agency) auditor and ot her government activities.
Functional area reviews conducted by the DCAA auditor and those conducted by the
SUPSHI P shal | be coordinated in order to optimze use of audit and Cover nnent
contract adm ni stration manpower w th m ni mumdi sruptive effort upon the contractor
For purposes of final indirect cost rates, (see DFARS 242.705).
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(5) The goal of SUPSH Ps shall be, through involvenent with the contractor
earliest detection and correction of contractor inefficiencies; cost avoidance rather
t han di sal | onance; and conpliance with contractual schedul e and technical perfornance
requi renents.

(6) Contract adm nistration personnel shall be fully cognizant of contract terns
and conditions in order to avoid actions which exceed contract requirenments and to
assure that any directions, suggestions or requests to the contractor are consistent
with the contract provisions.

(7) Contract adm nistration procedures shall be tailored to the contract and
contractor situations. The degree of nonitoring exercised by the SUPSH P shal |l be
consistent with the benefits to be derived. The art of the field contract
admnistrator is the ability to determne and to use the m ni num anmount of monitoring
required to protect the Governnent's interests.

(b) Primary Responsibilities. SUPSH Ps have the primary responsibilities listed
bel ow which require the integrated perfornance of the functions listed in FAR
42.302(a), and the assistance of the DCAA auditor

(1) Determne on a continuing basis contractor conpliance with the terns of the
contract including schedule, cost and technical performance requirenents;

(i) Advise the contractor of the need for corrective action and followup to
obtai n correcti on;

(ii) Advise, as appropriate, the contracting officer, project nanager
ordering activity, and/or other responsible official or activity of any contractor
defi ci enci es which the SUPSH P cannot resolve within the limts of del egated
authority; and

(iii) Consult with the contracting officer in the event of conflict or
di sagr eenent ;

(2) Advise, as appropriate, the contracting officer, project nanager, ordering
activity, and/or other responsible official or activity of any problemno covered by
contract terns affecting the adequacy of the end itemor the contractor's cost,
schedul e or technical performance which the SUPSH P cannot resolve within the lints
of del egated authority.

(3) Advise the contracting officer of any inadequacies in contract ternmns,
i ncl udi ng schedul e, cost and technical performance requirements, reveal ed during the
performance of contract adm nistration functions; and

(4) Determne whether the contractor's direct and indirect costs are reasonabl e,
al | ocabl e and ot herwi se all owabl e, that costs represent what performance of the
contractor should cost, assum ng reasonabl e econony and efficiency; and take
appropriate corrective acti on when necessary.

(c) Additional functions. The functions listed below are in addition to those
listed in FAR 42.302(a) and shall be perforned when requested by the contracting
officer, project manager or ordering activity.

(1) Conduct pre-solicitation review and eval uati on of the schedul e, genera
provi si ons, specifications and other provisions of proposed contracts to determ ne
t he adequacy of contractual requirenents for contract adm nistrati on purposes.

(2) Participate in negotiations and in source sel ections.

(3) [Issue orders under contracts for provisioned and other itens, and orders
under basi c ordering agreenents.

(4) Participate in cost and other studies conducted by higher authority.

(5) Performwarranty admnistration. Include, as a mninmm collection of the
foll owi ng data for each contract:
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(i) Iltemdescription

(ii) Applicable contract nunber

(iii) Contractor nane and | ocation

(iv) Dollar value of itemunder warranty;

(v) Scope of the warranty (i.e., what is warranted, what is not) and
identification of the warranty provisions (clause nunbers) in the contract;

(vi) Warranty itemrepair history, including nature of repairs, cost and
frequency; and

(vii) CGovernment costs chargeable to the contractor, e.g., repair, rework
nmodi fication, reprocurement and transportation costs.

(d) Contractor enpl oyee conpensation and insurance/ pension reviews (see DFARS
242.73). (1) SUPSH PS are responsible for determning the final allowability of
contractor costs, including costs for contractor enpl oyee conpensation, insurance and
pensions. As part of the effort necessary to make determnati ons applicable to
enpl oyee conpensation, insurance and pension costs, SUPSH Ps nay use the services of
the DCAA to conduct enpl oyee conpensation reviews and the cogni zant DCOVAO ( Def ense
Contract Managenent Area (peration) to conduct insurance/pension reviews required by
FAR 42.302(a) (1) and (2).

(2) A copy of each review shall be provided the cognizant Systens Comrand and
APl A- PP by the SUPSH P.

(3) Requests for DOMAO services should be confirmed in witing to Defense
Logi stics Agency (DLA-AF). A copy should be sent to APl A-PP and the systens Comrand
manager of the SUPSH P

(e) Deobligation of unexpended excess dol |l ar bal ances.

(1) Responsibility. SUPSH PS shall monitor contract funding in order to
det erm ne when excess funds are avail able for deobligation

(2) Procedures. (i) GContractually required reports, including Contract Funds
Status Report (DD Form 1586) and the report required by the Limtation of Cost
cl auses, shall be examned to determne if there are excess contract funds. Al so,
when work under a contract or contract line itemis physically conpleted, or has
| apsed, a review shall be nmade to determine if there are any excess funds.

(ii) Wen the determ nation has been nmade that unexpended dol | ar bal ances are
excess to known contract requirements, the SUPSH P shall obtain a statenent fromthe
contractor as to the exact anount avail able for deobligation

(iii) Wien authorized under 5242.302(b) (4), the SUPSH P will execute a
bilateral contract nodification rel easing excess funds. Cherw se, the SUPSH P shal
provide a report of excess funds to the contracting office, which may either nodify
the contract or authorize the SUPSH P to do so.

(iv) In preparing nodifications deobligating funds under contracts invol ving
mul tiple accounting classifications, SUPSHPs may find it necessary to obtain a
record of DoN payments by accounting classifications in order to determne which
accounting classifications to credit. Upon specific request, contract paynent status
may be secured fromthe paying office(s) designated in the contract to make payments
under the various appropriations. The paynent office wll provide payment status by
Accounting dassification Reference Number (ACRN) as identified in the contract.
Extreme caution nmust be exercised to avoid deobligating expired funds which nay not
be truly excess funds.

(v) Should a deobligation by a SUPSH P be | ater determ ned to have been
excessive, the SUPSH P shall obtain the required funds fromor through the
contracting office and nodify the contract accordingly.

(f) Reviewof contractor's automatic data processing (ADP) operations.
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(1) SUPSH P Responsibility. Each SUPSH P shall review the contractors' ADP
operations periodically to ensure that they are effective and economcal. This
revi ew shoul d be conbined with any review required by the Federal Information
Managenent Resources Regul ation (FIRVR) or DFARS 239.7303 and shall include a review
of the end products of contractors' ADP equi prent, and the data that m ght be
produced by such equipnent. The plan and schedule for the review must be tailored to
the contractor concerned, the extent of conpetition in contracts being performed, the
contractor's operating nmethods, the nature of the work being done, contracting cycle
status, types of contracts involved, degree of technical and financial risk, ratio of
Cover nnent / comrerci al work, and extent that perfornmance efficienci es have been
previously denmonstrated. The plan should stress the inportance of anticipating
potential problens and provide a neans of calling themto the attention of the
contractor at a stage early enough to enable preventive action to be taken. Review
teans shall be headed by a representative of the SUPSH P and shal |l include as
necessary one or nore ADPE specialists, one or nore DCAA auditors, and appropriate
SUPSHI P per sonnel

(2) The Defense Logistics Agency has been designated | ead agency responsibility
by the Under Secretary of Defense to conduct ADP technical reviews for the
Departments of the Arny and Navy. Defense Contract Management District (DCVD)

Nort heast and DCOVD Vst will perform ADP technical reviews in accordance with FAR
31.205-2 and DFARS 239.73. DOWD Wst is responsible for performng ADP technica
reviews for contractors |ocated west of the Mssissippi R ver, plus southern
I[Ilinois. DOVD Northeast is responsible for reviews at all other locations. Any
assistance will be requested in witing directly fromDCVD Nort heast, Attn: DCVD
BOS- AFE, 495 Summer Street, Boston, MA 02210-2184; or DCVMD West, Attn: DOVD LA- AFE,
222 N Sepul veda Blvd., E Segundo, CA 90245-4320. The request shall state whether
the contractor is expected to exceed the FAR 31.205-2 threshol d.

(g) Admnistration of paynment provisions.

(1) Submssion of quarterly statements. The SUPSH P is responsible for
mai ntai ning controls for the purpose of ensuring that contractors submt the
quarterly statenents required by paragraph (h) of the clause at FAR 52.216-5, Price
Redet er mi nati on- Prospecti ve; paragraph (g) of the clause at FAR 52.216-6, Price
Redet er mi nati on- Retroacti ve; paragraph (g) of the clause at FAR 52.216-16, Incentive
Price Revision-Firm T Target; and paragraph (i) of the clause at FAR 52.216-17,
I ncentive Price Revision--Successive Targets, to the contracting officer with a copy
to the designated paying activity/activities. |If the contractor fails to submt the
statenment, the SUPSH P shall notify the contracting officer, the designated payi ng
activity/activities and the cogni zant DCAA contract auditor of the delay and the
reasons therefor. Paynents shall be suspended by the paying activity/activities if
the statenment is not submitted when due.

(2) Reviewof quarterly statenents. (i) Unless the SUPSH P or auditor has cause
to doubt or question the accuracy of statements furnished in accordance with the
l[imtation on paynments provisions, such statements shall ordinarily be relied upon
and pronpt paynments under the contract shall be nade pending review Arrangenents
shall be nmade by the SUPSH P for periodic joint reviews with the auditor of the
quarterly statenments. The frequency and scope of such reviews shall be dependent on
the dollar anounts invol ved and the extent of any indicated di vergence between
interimbilling prices and the actual cost of delivered itens. At |east one
conpr ehensi ve revi ew shall be made annually. Among ot her things, review procedures
shal | establish that costs attributed to delivered itens have been excluded fromthe
costs set forth as the basis for unliquidated progress paynents on Contractor's
Request for Progress Payment (SF Form 1443).

(ii) In certain cases, the SUPSH P may have reason to question the accuracy
of statenments furnished in accordance with the limtation on payment provisions and
the amounts invol ved may be significant. Unless the contractor provides a
sati sfactory explanation of correction, together with any indicated refund, the
SUPSHI P shoul d notify the paying activity/activities to w thhold paynments under the
contract in an anmount deemed sufficient to cover additional refunds that woul d have
resulted fromcorrect quarterly statements.
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(3) Refunds and adj ust nments.

(i) Ascertainment and collections. The anount of any nonies due from
contractors to the Governnment shall be ascertained pronptly and coll ected
expeditiously. The SUPSH P shall establish appropriate controls to expedite pronpt
collection. Any necessary suppl emental agreenments to provide for refunds or
adj ustnents shall be prepared expeditiously and executed w thout del ay.

(ii) Voluntary refunds or paynent adjustnents. The making of voluntary
refunds by the contractor in anticipation of retroactive price reductions shall be
encouraged. No proposed voluntary refund shall be refused or del ayed, and all such
refunds shall be accepted w thout prejudice to final pricing.

(iii) Billing or interimprice adjustments. Were it is apparent that the
interimcontract prices are and will continue to be excessive, the SUPSH P shal |

recomrend to the contracting officer that billing prices covering future deliveries
be nodified. However, if reductions in billing prices are proposed by the
contractor, they shall be nade effective imrediately w thout prejudice to further
adjustnents. Sinlarly, mitually agreed billing prices shall be made effective
imrediately. Billing voluntarily reduced by contractors shall, if otherw se proper

be paid at the reduced amounts without awaiting contract modification

(iv) Refunds or paynent adjustnents - final pricing proposal. Were the
contractor's price proposal under price redetermnation or incentive contracts
indicates that a significant refund will be due, the SUPSH P shall pronptly secure an
appropriate voluntary or mutually acceptable refund fromthe contractor

(v) Supporting docunentation for refunds and adjustnents. |In connection with
vol untary refunds; m ni numrefunds proposed by contractors in connection with fina
pricing proposals; and refunds incident to quarterly statenments; contractors shal
not be required to furnish concurrent item zation of adjustrments to be nmade on past
billings, nor to furnish adjusted bills concurrently. The naki ng, acceptance, and
deposit of refunds will not be del ayed pendi ng any necessary accounting adjustments.

(h) Alowability of costs under cost-reinbursenent type contracts.

(1) The cognizant SUPSH PS has final responsibility for determ ning whether
costs incurred under cost-reinbursement type contracts are reasonable, allocable, and
ot herwi se al | onabl e.

(2) (DFARS 242.803(b) designates the auditor as the authorized representative of
the contracting officer for examning contract costs for the purpose of determning
all owabl e direct and indirect costs under certain circunstances. During performance
of the contract, the auditor processes vouchers for provisional payment subject to
final audit. At conpletion of the contract, the auditor forwards the conpletion
voucher to the SUPSH P acconpani ed by the final audit report and determ nati on of al
costs incurred and considered allowable fromthe inception to the conpletion of the
contract. The SUPSH P shall approve the final paynent after ensuring that the
contractor has fully conplied with all provisions of the contract.

(3) The auditor issues DCAA Form 1, Notice of Contract Costs Suspended and/or
Di sapproved, with a copy to the SUPSH P, with respect to cost clainmed but not
considered all owable. The auditor is required to discuss controversial disallowances
with the SUPSH P, prior to issuing the DCAA Form 1.

(4) During the period of contract performance, the SUPSH P i s responsi ble for
the performance of contract adm nistration functions listed in FAR 42.302. 1In the
day-to-day perfornmance of these functions, SUPSH P personnel should be alert to
i nefficient and uneconom cal policies and practices being followed by the contractor
that can result in the incurrence of unnecessary costs. |If sufficient information is
avail able to indicate that a contractor's practice is causi hg unnecessary contract
costs, the SUPSH P shall direct the issuance of the DCAA Form 1 by the auditor for
t he suspensi on or di sapproval of costs incurred. Were the SUPSH P bel i eves that
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unnecessary costs are being incurred by a contractor, and requires audit assistance,
avail abl e informati on should be coordinated with the auditor, and the SUPSH P shoul d
request specific audit coverage of the functional area involved.

(i) Responsibility of a CAOto its parent agency. (1) The Contract Adninistration
Ofice (CAO shall performall assigned contract admnistration functions listed in
FAR 42.302(a) to the fullest extent of its capabilities and refer functions beyond
its capability to its parent headquarters for perfornance.

(2) Wien feasible, the CAO shall performsuch other contract admnistration
functions listed in FAR 42.302(b) as may be requested by the contracting office. |If
resources are not available to performsuch functions, the CAO shall so advise its
parent headquarters and the contracting office making the request.

(j) Responsibility of SUPSH Ps to project manager or contracting activity.

(1) Appropriate agreenments shall be reached anong the project manager or
contracting activity and the applicable SUPSH P with respect to the functions of each
relative to major defense systemcontract where the SUPSH P is to performfunctions
not listed in FAR 42.302(a). Those functions normally performed by SUPSH Ps, as
listed in FAR 42.302(a), shall not be included in the agreenment unless w thheld,
suppl emented, nodified or clarified.

(2) The objective of the agreenent is to establish a clear understanding as to
whi ch Covernnent elenment is responsible for admnistering specific aspects of the
contract. The existence of a clear understanding will mnimze the possibility that
duplication may occur or that a responsible el ement may be circunvented in providing
Covernnent direction to the contractor. Wthin the capability of SUPSH Ps, program
managers or contracting activities shall del egate maxi numauthority to themto
perform such functions as participation in prelimnary design reviews and critica
design reviews, surveillance and nonitoring of devel opment risk, standardization
control, interface control, approving contract changes, trade-off studies, approval
of certain dass | engineering changes, approval of specifications, etc. These
functions should be included in the agreenents.

(3) The guidance in (1) and (2) above is also applicable for use, as
appropriate, wth non- DoN CAGs.

(k) Headquarters Managenent of DoN Field Contract Admnistration Ofices. It is
DoN policy to | ocate managenment of its SUPSH Ps in physical as well as organizationa
proximty to the project managers, Systens Commanders and functional specialists
bei ng serviced. This policy enables all responsible acquisition officials to nmore
qui ckly and effectively coordinate and focus their efforts on probl ens encountered
t hroughout the acquisition cycle fromprograminitiation to production. Further, the
physi cal and organi zational co-location of these officials enhances the opportunity
for the direct comrunications and rapid responses necessary to the daily managenent
of maj or weapons systens acquisitions. The concerted teameffort encouraged by this
policy is considered to be a ngjor factor in ensuring that all activity in the entire
acquisition arena is oriented toward program success.

(1) Advance agreenents on treatment of special or unusual costs. The SUPSH Ps are
responsi bl e for negotiating certain advance agreenents as antici pated by 5231. 109 and
FAR 31.109 except that the Tri-Service Contracting Oficer has full authority to
negoti at e advance agreenents for | R&D B&P costs pursuant to FAR 31.205-18 and FAR
Subpart 42.10. In exercising this responsibility, contracting officers shall conply
with the requirements set forth in 5201. 690-6

(m Final indirect cost rates. The SUPSH Ps are responsible for establishing
final indirect cost rates for contractor |ocations for which such rates are
establ i shed in accordance with the provisions of FAR 42.705

(n) Cost Accounting Standards reviews. The SUPSH P are responsible for
det erm ni ng contractor conpliance with cost accounting standards (CAS) and di scl osure
statenents, as applicable, and for negotiating equitable adjustments and executing
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suppl ement al agreements pursuant to cost accounting standard cl auses in FAR 52. 230- 3,
52.230-4 and 52.230-5 except that the Tri-Service Contracting Oficer shall have full
authority for determnations related to CAS 420 for those contractors with which Tri-
Service Contracting Oficer negotiates advance agreenents pursuant to FAR 31.205-18
and FAR Subpart 42.10.

5242. 302-91 Contract actions based on direct communi cati ons between the CAO and t he
requiring activity.

(a) Inthe interest of expediting contractual decisions, contracting officers of
the Navy Field Contracting System may del egate to DoN and DCOVAO contract
adm nistration offices (CAGs) authority to communicate directly with the requiring
activity on problens related to a contract. The name and address of the requiring
activity and the name and tel ephone nunber of the person to be contacted shall be
included in the del egation of authority. Wen so delegated, the CAOw || take any
required action to solve the problem except those actions which, by regul ation, nust
be taken by a contracting officer of the contracting activity.

(b) Normally when direct communication with the requiring activity is authorized
in accordance with (a) above, the DoN or DOMAO CAO shall al so be del egated authority
to perform as appropriate, the functions under FAR 42.302(b).

(c) Copies of comunications anong requiring activities and CAGs shall be
furni shed the contracting officer of the contracting activity, as appropriate.

SUBPART 5242.6--CORPORATE
ADMINISTRATIVE CONTRACTING OFFICER

5242.602 Assignment and location.

(c) Recomrendations for assignment of a corporate adm nistrative contracting
officer (CACO shall be subnmitted to API A-PP via appropriate channel s.

SUBPART 5242.10--NEGOTIATING ADVANCE AGREEMENTS
FOR INDEPENDENT RESEARCH AND DEVELOPMENT/BID AND

5242.1003 Designation of lead negotiation agency.
The Chief of Naval Research (CNR) is responsible for performng the functions set
forth at FAR 42.1005, 42.1006 and 42.1007.

5242.1008 (DFARS 242.1008) Administrative appeals.

(a) The Navy | R&D B&P Appeal s Hearing Goup is the designated Navy's
adm ni strative appeal s hearing group. The Hearing G oup may establish such
addi ti onal procedures for processing appeal s as are consistent with FAR 42. 1008.

(b) Contracting Oficer decisions nmade to reduce i ndependent research and
devel opnent (1 R&D) and bid and proposal (B&P) paynents shall include notification to
the contractor of the right to appeal to the Hearing G oup. Notices of intent to
appeal shall be addressed to the Hearing G oup, and shall be submtted to the CNR by
the contractor within 30 days after receipt of the contracting officer's decision.
The ONR shall forward the contractor's appeal and such additional docunents and
information as the contractor nay submt, together with the contractor's position
thereon and such other information as the contractor deens pertinent, to the
Chai rperson of the Hearing G oup.
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SUBPART 5242.14--TRAFFIC AND TRANSPORTATION MANAGEMENT

5242.1403 Shipping documents covering f.0.b. origin shipments.
5242.1403-2 Contractor-prepaid comrercial bills of Iading.

(a) Wien supplies to be delivered FOB origin are authorized to be shipped on
prepai d conmercial bills of |ading, reinbursement of contractors' prepay and add
(PP&A) transportation costs shall not be charged to DoN procurenent appropriations.
Contracts and purchase orders shall specify that the cogni zant paying office will
charge the prepaid transportation costs to the foll owi ng accounting data:

17X3980. 2379- 022- 74001- 0- 063408- 2D- 000- ****- 98003

****| nsert appropriate four-digit Transportati on Account Code (TAC) based upon

procuring appropriation financing purchase, i.e.,

Procur enent Account TAC
17-1506 Aircraft Procurement Navy N337
17- 1507 Weapons Procurenent Navy N839
17-1611 Shi pbui |l di ng and Conversi on Navy N344
17-1810 O her Procurenent Navy N346
17-1804 Qperations and Mai nt enance Navy N367

17-1806 Qperations and Mai nt enance
Naval Reserve N388

SUBPART 5242.71 (DFARS 242.71) VOLUNTARY REFUNDS

5242.7101 (DFARS 242.7101) Solicited refunds.

The HCA is authorized to delegate the authority to solicit voluntary refunds to a
level no | ower than the CCO
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PART 5243
CONTRACT MODIFICATIONS

SUBPART 5243.1--GENERAL

5243.102 Policy.

DoN policy is to avoid the use of contract nodifications for additional quantities
as a neans of purchasi ng new requirenents of supplies, when such a procedure woul d
result in prolonging the life of the contract beyond the time when final settlement
woul d normal | y be nade.

5243.102-90 Requests or clains for equitable adjustnents

(a) Conplex requests or clains for equitable adjustnents pursuant to contract
clauses. dCdrcunstances nmay arise where a contractor's assertions involve difficult
or conplex legal, factual, and fiscal issues requiring extensive fact-finding and
anal ysis of governnent liability. Exanples include |ate or defective government-
furni shed property or information, conplex delay and disruption issues under fornal

change orders, and formal suspensions of work or stop work orders. In such
ci rcunstances, the request or claimfor equitable adjustnment shall be subject to the
requi renents of FAR Part 33 applicable to clains. In exceptional cases separate

equi tabl e adjustnents of contracts may be made for clearly identified itens of costs
appl i cabl e to change orders.

(b) Equitable price reduction for failure to nmeet contract requirements. Action
shall be taken to negotiate an equitable price reduction pursuant to a guarantee
clause, warranty provision, or failure to meet contract specifications, as soon as
possible after the nature and extent of the deficiency has been determ ned, and any
partially corrective action authorized by the contracting office has been conpl et ed.
Delay in negotiation of such reductions to permt concurrent final pricing of the
particul ar contract or other related contracts generally shall not be all owed.

(c) Substantiation of obsolete or residual inventory charges. Wenever a
contractor submts cost data on SF 1411, Contract Pricing Proposal cover sheet, or by
any alternate method, in connection with pricing of change orders or repricing of
contracts, charges included therein for obsol ete or excess residual inventory shall
be substantiated by the subm ssion of appropriate schedules listing the inventory
involved. If title to such inventory vests in the Government, the inventory shall be
treated in accordance with regul ati ons established for contractor inventory.

5243-105 (DFARS 243.105) Availability of funds.

5243.105-90 Adjustnents to prices under shipbuilding contracts.

(a) 10 U.S.C Section 2405 prohibits the Secretary of a mlitary departnent from
adj usting any price under a shipbuilding contract, entered into after Decenber 7,
1983, for an anmount set forth in a claim request for equitabl e adjustnment, or denmand
for payment under the contract (or incurred due to the preparation, subm ssion, or
adj udi cation of any such claim request, or dermand) arising out of events occurring
nore than 18 nonths before the subm ssion of the claim request, or demand.

(b) 10 U.S.C Section 2405 provides that a claim request, or demand is submtted
only when the contractor has provided to the contracting officer the certification
required by Section 6(c)(1) of the Contract Disputes Act of 1978, if the natter is
over $50,000, and the supporting data for the claim request, or demand.



NAVY ACQUISITION PROCEDURES SUPPLEMENT PAGE 112

(c) This subpart inplements 10 U S. C Section 2405.
5243.105-91 Definiti ons.
As used in this subpart, the following terns have the nmeanings set forth bel ow

"Caim' neans a witten demand or witten assertion by the contractor seeking, as a
matter of right, a price adjustnent under the contract. The theory upon which the
contractor seeks the price adjustment does not determ ne whether a particular matter
is aclaim The termincludes a subm ssion asserting any theory supporting a price
adjustnent, including but not limted to constructive change, breach of contract or
m st ake, which, if valid, would result in contractor entitlenent to a price
adjustnent. A voucher, invoice or other routine request for payment that is not in
di spute when subnitted is not a claim A claimdoes not include a request for
equi t abl e adj ustnent or denmand for paynent, as defined below "Denmand for paynent”
means a witten denand for paynent, the granting of which results in a price

adj ustnent under the contract. A demand for paynent does not include a routine for
payment in accordance with the payment terns of the contract.

"Events" means the Government action(s), CGovernnent inaction(s), CGovernnent
conduct, or occurrence(s) which give rise to the contractor's claim request for
equi tabl e adj ustnent, or denand for paynent. The termevents does not require the
i ncurrence of costs and/or performance of additional work resulting fromthe
action(s), inaction(s), conduct or occurrence(s) except where a contractor's
comrencenent of the correction of defective G-l (including Governnent -furni shed
drawi ngs and specifications)/GP constitutes the final occurrence. For the purpose
of this subpart, the date of the final Government action, Covernnent inaction
Covernnent conduct or occurrence is the date on which the 18 nonth peri od comrences.
The final Governnent action, Covernment inaction, Government conduct or occurrence
and the date thereof for specific categories of liability are as foll ows:

(a) Formal changes (including changes based on engi neeri ng change proposals (ECPs)
and non-engi neeri ng change proposals (NECPs)). The final CGovernnent action for a
formal witten change is the contracting officer's authorization or direction to
proceed. The date the final Government action occurs is the date of receipt by the

contractor of the contracting officer's authorization or direction to proceed. If
the contracting officer unilaterally establishes the price of a previously issued
maxi mum pricing action is the final Covernnent action. In this latter case, the date

the final Covernnent action occurs is the date of receipt by the contractor of the
contracting officer's unilateral price determnation

(b) Defective Government-furnished property. The final Covernnent action is the
direction fromthe contracting officer regarding correction, replacenment or repair of
the property or notification that the property is not defective. The date the fina
Covernnent action occurs is the date of recei pt by the contractor of the contracting
officers direction or notification. |If a contractor proceeds to correct a deficiency
in Governnent furnished property without direction fromthe contracting officer
regarding the correction, replacenent or repair of the property, the final occurrence
is the contractor's comrencenent of the correction, replacenment or repair of the
property. (Neither an attenpt to performin accordance with defective Governnent
furni shed property nor an attenpt to determ ne whether there is a defect in the
property and devel opnent of one or nmore potential solutions to correct such defect
constitutes the comrencenent of correction. Comrencenent of correction is
performance of work which is inconsistent with or not required by the contract other
than the identification of the defect and possible solutions.) 1In this latter case,
the date of the final occurrence is the date the contractor comrences the correction
repl acenent or repair of the property.

(c) Defective Government-furni shed specifications.

The final Covernnment action is the contracting officer's direction regarding
corrective action or notification that the specifications are not defective. The
date the final action occurs is the date of receipt by the contractor of the
contracting officer's direction or notification. |If a contractor proceeds to correct
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a deficiency in a specification without direction fromthe contracting of ficer
regarding the correction, the final occurrence is the contractor's comrencenent of
the correction. (Neither an attenpt to performin accordance with a defective
specification nor an attenpt to determne whether there is a defect in the

speci fication and devel opnent of one or nmore potential solutions to correct such
defect constitutes the comrencenent of correction. Comrencenent of correction is
performance of work which is inconsistent with or not required by the specification
other than the identification of the defect and possible solutions.) In this latter
case, the date of the final occurrence is the date the contractor commences the
correction.

(d) Defective Government-furnished drawings. The final Covernnent action is the
contractor's receipt of a revised corrective drawing, if receipt constitutes
authorization or direction to proceed, otherwise, it is the contracting officer's
direction regarding corrective action or notification that the drawing i s not
defective. The date the final CGovernnent action occurs is the date of receipt by the
contractor of the revised drawing, if receipt constitutes authorization or direction
to proceed, otherwise it is the date of receipt by the contractor of the contracting
officer's direction regarding corrective action or notification that the drawing is
not defective. |If a contractor proceeds to correct a deficiency in a draw ng, or
without direction regarding corrective action fromthe contracting officer, the fina
occurrence is the contractor's comrencenent of the correction. (Neither an attenpt
to performin accordance with a defective drawing nor an attenpt to determ ne whet her
there is a defect in the drawi ng and devel opment of one or nore potential solutions
to correct such defect constitutes the commencenent of correction. Commencenent of
correction is the performance of work which is inconsistent with the drawi ng or not
required by the drawing other than the identification of the defect and possible
solutions.) In this latter case, the date of the final occurrence is the date the
contractor commences the correction

(e) Late CGovernnent-furnished property and infornation (including Covernnent
furni shed equi prent, material, specifications, drawi ngs and other information). The
final CGovernnent action is the actual delivery of the Government furnished property
or information to the contractor, unless the contractor has previously received a
notification fromthe contracting officer establishing a revised delivery date for
the property or information, in which case such notification is the final Governnent
action. The date the final Government action occurs is the date the property or
information is delivered to the contractor or the date of receipt by the contractor
of the aforenentioned contracting officer's notification of a revised delivery date
for the property or infornation

(f) Constructive changes (other than those specifically addressed in other
sections of this subpart). The final CGovernment action, Government inaction
CGover nment conduct or occurrence is the constructive authorization or direction to
performother than in accordance with the requirements of the contract. The date of
the final CGovernnent action, CGovernnent inaction, Governnent conduct or occurrence is
the date the contractor receives such constructive authorization or direction froman
aut hori zed Governnent representative.

(g) Breach of contract, inpossibility, inpracticability, unconscionability,
m st ake, m srepresentation and superior know edge. These theories do not al ways
all ow an objective definition of the final CGovernnent action, Governnent inaction
CGover nnent conduct or occurrence. For assertions of breach of contract,
impossibility, inpracticability or unconscionability, the date of the fina
occurrence is the date on which the contractor knew or shoul d have known of the
breach of contract, inpossibility, inpracticability or unconscionability. For
assertions of mstake or misrepresentation, the date of the final occurrence is the
date on which the contractor knew or should have known of the m stake or
m srepresentation. For assertions of superior know edge, the date of the fina
occurrence is the earlier of the date on which the contractor knew or shoul d have
known of the superior know edge or the date on which the contractor knew or shoul d
have known of the information that was not disclosed.
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"Knew or shoul d have known" includes the totality of the conbi ned actual and
constructive know edge of all agents or enployees (including a subcontractor, its
agents and enpl oyees, where and to the extent a subcontractor is involved).

"Price adjustnment” neans an increase in the fixed price, target price, ceiling
price, or final price of a fixed price type contract, or an increase in the fee
structure of a cost reinbursement type contract, or nonetary damages or other paynent
resulting froma contractor claim request for equitable adjustnent, or denmand for
payment. An adjustnent to the sharing ratio or to any other pricing formila,
procedure or provision, which has the effect of increasing the fixed price, target
price, ceiling price, final price, or fee of the contract, is a price adjustnent. A
schedul e adj ustnent, whether requested as part of a submi ssion seeking a price
adjustnent or as the sole relief, or an adjustnment for any matter which, pursuant to
the terms of the contract is separate fromor not included in the fixed price, target
price, ceiling price or final price of a fixed price contract or the fee structure of
a cost reinbursenent contract, is not a price adjustnent. The bilatera
definitization of a maximumprice nodification within the maxinumprice is not a
price adjustment. A routine invoice or other request for paynent or reinbursement in
accordance with the terns of the contract, even if in dispute, which, if paid, would
not result in an increase in the price of the contract is not a price adjustnent.

For the purpose of this subpart, relief granted pursuant to a request for
extraordinary contractual relief under Public Law 85-804 does not constitute a price
adj ust nent .

"Request for equitable adjustnent” means a witten request for a price adjustnent
under the contract.

" Shi pbui | di ng contract” nmeans a contract which provides for the construction of a
ship which is of a type that is designated as a ship. (If the Navy is entering into
a contract on behal f of another departnent, agency or activity of the federa
Covernnent, and such departnent, agency or activity involved designates the item
bei ng constructed as a ship, the contract is a shipbuilding contract.) A contract
which includes itens in addition to the construction of a ship is a shipbuilding
contract. A contract for the conversion, reactivation, overhaul, or repair of a ship
is not a shipbuilding contract. A contract for the acquisition of any type of vesse
whi ch type is not designated as a ship is not a shipbuilding contract.

5243.105-92 Prohi bited actions and procedur es.
(a) This subpart does not preclude:

(1) bilateral nodifications which are fully priced or maxi mumpriced prior to
the contractor being authorized or directed to proceed by the contracting officer;

(2) any pricing action which is either fully priced or maxi mumpriced, based on
events which occurred | ess than 18 nmonths prior to the execution of the bilatera
nmodi fication incorporating the pricing action; or

(3) the bilateral definitization of a maxi numprice within the nmaxi mum price
establ i shed through an action identified in (1) or (2) above.

(b) Contracting officers may not adjust any price under a shipbuilding contract
entered into after Decenber 7, 1983, for an anmount set forth in a claim request for
equi tabl e adjustnent, or denand for paynent arising out of events occurring nore than
18 nmonths before the subm ssion of a claim request, or demand acconpani ed by
adequat e supporting data and, if the natter is over $50,000, the certification
required by Section 6(c)(1) of the Contract D sputes Act.

(c¢) Inreviewing a claim request for equitable adjustment, or demand for paynent
to determ ne whether the claim request or demand, or any part thereof, is subject to
the prohibition set fourth in paragraph (b) of this section, contracting officers
shal | consider the theory upon which the contractor relies, the terns of the
contract, and all pertinent Governnment action(s), Government inaction(s), CGovernnent
conduct and occurrence(s). dains, requests or demands arising out of different
events included in a single claim request, or denand shall be revi ewed based on the
events appropriate to each individual claim request or demand and a determ nati on of
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the application of the prohibition set forth in paragraph (b) of this section shal
be made for each such claim request or denand.

5243.105-93 Docunentation and certification requirenents.

(a) For the purpose of this subpart, a claim request for equitable adjustment, or
dermand for payment is not submitted until the contractor has furnished to the
contracting of fi cer adequate supporting data and, if the matter is over $50,000, the
certification required by Section 6(c)(1) of the Contract D sputes Act. |If either
the supporting data or the certification, if required, is deficient, the claim
request, or demand shall not be considered to be submitted until any such deficiency
is corrected.

(b) Adequate supporting data. (1) The contractor has the burden and obligation to
provi de adequate supporting data to the contracting officer. Supporting data for a
claim request for equitable adjustnment, or dermand for payment is necessary not only
to satisfy the statutory requirenment but also to apprise the contracting officer of
the underlying facts and the theory upon which the contractor relies in support of
its entitlement to a price adjustnent. To be considered adequate, a claim request
or denmand must be acconpani ed by supporting data which fulfills these purposes in
accordance with the requirenents of the Contract D sputes Act. A subm ssion
containing the follow ng information will be deenmed to have been submtted with
adequat e supporting dat a:

(i) Anarrative statenment of the nature of the event(s), the tine when the
event (s) occurred (including the factual basis supporting the contractor's
designation of the time the event(s) occurred), and the casual rel ationship between
the event(s) and the inpact on the cost of performance of the contract, including a
description of how the event(s) affected schedul ed performance;

(ii) A description of the relevant effort the contractor was required to
performin the absence of the event(s);

(iii) A description of the relevant effort the contractor was actual ly
required or will be required to perform

(iv) A description of components, equipnent, and other property invol ved;

(v) A cost breakdown of the additional effort by elenent in accordance wth
the contractor's normal procedures for pricing of changes;

(vi) A description of all property which will no | onger be needed by the
contractor;

(vii) A description of any del ay caused by the event(s);

(viii) A description of any disruption caused by the event(s).

(2) If any subm ssion does not contain the data |isted above, the subm ssion
shall be reviewed to determine if the data subnitted is adequate to neet the
requi renents of the Contract D sputes Act. The contractor shall be notified of the
nature of any deficiency in the supporting data which results in a determ nation that
the subm ssion is not adequate.

(c) Certification. (1) A claim request for equitable adjustnent, or denand for
payrment in excess of $50,000 nmust be certified in accordance with the requirenents of
Section 6(c)(1) of the Contract D sputes Act. (See FAR 33.207.) |If any subm ssion
does not contain a proper certification, the contractor shall be inforned of any
deficiency in the certification

(2) Aclaim request for equitable adjustnent, or demand for paynent certified
in accordance with DFARS 233.7000(a) shall be considered to neet the certification
requirenents set fourth in (1) above.

(d) Once a claim request for equitable adjustrment, or demand for paynment has been
properly certified and acconpani ed by adequate supporting data, the date of proper
certification and subm ssion of adequate supporting data shall be operative for
pur poses of this subpart, even if additional certification(s) or data subm ssion(s)
is required of, or provided by, the contractor supplenenting the original subm ssion
or revising the anount requested or theory of recovery, unless the additiona
certification or data submission is required or provided because the contractor has



submtted a new or essentially new claim request, or demand based on different
events.

5243.105-94 Solicitation provision and contract clause.

(a) The contracting officer shall insert the provision at 5252.243-9000,
Notification of Applicability of 10 U S.C 2405, in all solicitations for
shi pbui | di ng contracts.

(b) The contracting officer shall insert the clause at 5252.243-9001, Requirenents
for Adequate Supporting Data and Certification of Any daim Request for Equitable
Adj ustment, or Denmand for Paynment in all shipbuilding solicitations and shi pbuil di ng
contracts.

SUBPART 5243.2--CHANGE ORDERS

5243.201 General.

Except for VECPs, the policies and procedures of DFARS 217.74 and 5217.74 are
applicable to the issuance of undefinitized change orders.

5243.204 Administration.

HCAs shal |l consider the backlog and age of undefinitized change orders as a conmand
key indicator, placing routine nmanagenent enphasis on undefinitized change orders.




PART 5244
SUBCONTRACTING POLICIES AND PROCEDURES

SUBPART 5244.3--CONTRACTORS' PURCHASING SYSTEMS REVIEWS

5244.302 Requirements.

(b) NAVSEASYSCOM i s responsi bl e for establishing procedures and conducti ng
contractor's purchasing systemrevi ews at the SUPSH PS.
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PART 5245
GOVERNMENT PROPERTY

SUBPART 5245.1--GENERAL

5245.102 Policy.
5245.102-90 D version of naterial

When material urgently needed for DoN equi pnent positioned for conbat or direct
conbat support is not available fromthe supply systemstock, repair prograns, or on
atinely basis fromcontracts, contracting officers may direct diversion of
Covernnent furnished material (GFM or Contractor-furnished naterial held by
contractors for the perfornmance of ongoing contracts.

5245.102-91 Repair or nodification of G-P.

(a) Wen CGovernnent property is received by a contractor in a condition not suited
for the intended use, the Contracting Oficer nmay, under the ternms of the Governnent
Property clause or other contract provisions, direct the contractor to effect the
necessary repair or nodifications. The follow ng procedures should be considered to
nore effectively and economcally order and price the repair or nodification of
Cover nnent - f ur ni shed property:

(1) Contractor requests for equitable adjustment may be accumul ated over short
periods of time (avoiding retroactive pricing) so that price negotiations for severa
repair or nodification orders can be acconplished at one time.

(2) Repair or nodification orders may be accumul ated and i ncorporated i nto one
contract nodification

(3) Wiere adequate historical cost data is avail able and the volume of repairs
or nodifications to Governnent-furnished property is significant, consideration
shoul d be given to pricing by formula, or to the establishnent of standard prices or
hours for specified repairs or nodifications to Covernnent-furni shed property.

(4) In some contracts (such as construction of several ships of the sane class),
it may be possible to forecast the anticipated nunber and extend of repairs or
nodi fications to Government -furni shed property, and to negotiate an amount for such
into the contract price.

(b) In major acquisition prograns where a | arge nunber of contract nodifications
for repair or nodification of Governnent-furnished property can reasonably be
anticipated, it is desirable for the contracting officer to neet with the cogni zant
contract admnistration office prior to award of contracts to determ ne the nost
effective and econom cal means of ordering. Consideration should be given to the
procedures suggested under (a) above or to other procedures as nutual |y agreed upon
anong the contracting officer, the ACO and the contractor

(c) NAVSEA shall ensure that the SUPSH Ps utilize procedures for pricing of repair
or nodification of Government-furni shed property which are suitable to the
contract/contractor situation and are generally consistent with practices used in
simlar situations by other SUPSH Ps.

5245.104 Review and correction of contractor's property control systems.

(a) The property admnistrator shall verify that the contractor has an adequate
series of checks and balances in its property control system Reviews of the
contractor's acquisition, receiving and di sposition procedures, and all procedures
regardi ng Government -furni shed nmaterial, shall be reviewed annually.
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5245.104-90 Managenent Control and Accounting for Government Furnished nateri al
(GM in the Custody of Contractors.

(a) Purpose. The physical and financial accounting requirenents placed on the
contractor do not relieve the Government fromaccounting for and reporting the val ue
of GGFM Until such time as the DoD accounting systemfor GMis devel oped and
operational, the DoN w Il account for GFMin the custody of contractors by using DD
Fornms 1662 as the source docunents for input to the DoN accounting systens. The
pur pose of these procedures in (e) of this section is to:

(1) Establish Property adm nistration procedures to enable Navy Property
Admnistrators to i ndependently certify the accuracy and reliability of the val ue of
G-M reported by contractors on their annual reports of "DoD Property in the Custody
of Contractors" (DD Form 1662);

(2) Strengthen the rel ati onship between the survey of CGovernnent property and
the certification of DD Forns 1662;

(3) Integrate and consolidate the various policies, instructions, and gui dance
to Property Admnistrators concerning their responsibility for oversight of G-M and

(4) Provide a bridge between physical and financial accountability.

(b) Policy.

(1) The procedures in (e) belowwll be used to provide the basis for
certification by Navy Property Adm nistrators of the reasonabl eness and accuracy of
contractor data reported on line 17 of DD Form 1662.

(2) Property adm nistration includes the evaluation of the contractor's
managenent and control of G-M The eval uation w || incorporate nethods and
procedures that provide i ndependence fromthe exclusive use of contractor records.

(3) Verification will be conducted throughout the course of a year and provides
t he basi s upon which the Property Adm nistrator certifies the reasonabl eness and
accuracy of the contractor data on DD Form 1662.

(4) Contractor property control and accounting systens shall reflect unit prices
for each itemof GFMfromdate of receipt until date of delivery and acceptance by
the Governnment of the contracted end item return of GFMto CGovernment control, or
other relief of accountability by the Government.

(c) Responsibilities.

(1) The Commanders, NAVSEASYSCOM and NAVSUPSYSCOM and the Chief of Naval
Research will:

(i) Notify ASN (RD&A) by 5 Decenber of each year that applicable DD Forns
1662 have been certified and forwarded to the Naval Industrial Resources Support
Activity.

(ii) Include in the above notification a report, sorted by CAQ contractor,
and contract nunber, containing the follow ng infornation:

(A) DD Form 1662 received - yes or no.

(B) Certified - with qualification or without qualification.

(© If certified with qualification - brief explanation with corrective
action taken.

(iii) Provide unit price information for GFMto CAGs.
(2) Contracting Oficers will include in the contract, special distribution of
shi ppi ng docunent (s) (DD 250, etc), and the nanes and address of the CAQ(s)for the
contractor (s) to which the naterials are to be shi pped.

(3) Contract Administration Ofice (CAQ activities wll:
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(i) provide the Property Adm nistrator copies of all contracts, nodifications
for contracts and shi ppi ng docurments whi ch include CGovernnent property.

(ii) notify the contractor in witing that under the provisions of FAR
45.503, the contractor will be required to have a Property Control systemthat wll
account for GFMfromdate of receipt of the material until acceptance of the
contracted end item by the DoD.

(iii) notify the contractor in witing of these procedures and that
supporting docunentati on shoul d be available to the Property Adm nistrator to enable
verification of the DD Form 1662 dat a.

(iv) informthe contractor that failure to submt correct, verifiable DD
Fornms 1662 will be noted as a serious deficiency during the survey, will be a major
consideration in the final systemrating, and may result in wthdrawal of system
approval .

(v) ensure adequate resources are assigned to the Property Administrator to
conpl ete the survey.

(vi) not later than 15 Novenber of each year, provide to the cogni zant HCAs a
report of the DD Forns 1662 that have been submtted to NAVI RSA

(4) Property Administrators will:

(i) obtain reports or records of GFMissued to the contractor fromthe
Federal Supply System fromother contractors, or fromany other source.

(ii) performthe verification of contractor control and accounting for GFMin
accordance with DoD 4161.2M MManual for Performance of Contract Property
Adm ni stration and the procedures in (e) bel ow

(iii) return inconplete or incorrect DD 1662 reports to the contractor for
appropriate action.

(iv) forward certified DD 1662 reports not later than 15 Novenber to NAVI RSA
Reports nay be subnitted individually or as a batch. NAVIRSA will provide the
SYSCOMs with a summary command report.

(v) provide the SYSCOMs a summary report, by contractor, of the results of DD
1662 certifications conpleted in accordance with the procedures in (e) bel ow

(5) NAVSUPSYSCOMwi Il require the Ships Parts Control Center and the Aviation
Supply Ofice to provide Navy CAGs with quarterly status reports of G-Missued to
contractors not |later than 30 days after the end of each quarter. Instructions and
format for the Government Furnished Material (GFM) Status Report are in enclosure (2)
t o SECNAVI NST 4440. 32A of 27 Septenber 1991.

(d) Oversight reviews.

(1) The provisions of this NAPS will be subject for all future Contract
Managenent and Procurenent Managenent Reviews (CMRs) and (PMRs).

(2) OWRs and PMRs will focus on tinmeliness and adequacy of the verification
procedures as well as CAO nanagenent attention and control in assuring their
acconpl i shrent .

(e) Procedures.

(1) Property Admnistrators will annually survey the contractor's G-M Property
Control System The SPCC and ASO prepared quarterly reports of issues will be
aggregated with other shipping docurments forwarded by other Governnent activities and
G-M contractors. The accunul ati on of independently received documents represents the
preferred ot fromwhich the survey sanple will be taken. The survey consists of the
follow ng verification:

(i) material is authorized and is ordered in the required quantities.

(ii) contractor receiving reports are accurately prepared and proper action
i s taken on shortages, danmages, or other discrepancies.

(iii) received material placed in storage is properly accounted for; issues
and novenent of GFM are control |l ed, accountable, and auditable to a specific
contract; contractor's inventory perfornmance indicates physical counts of selected
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itens; and reports of GFMon line 17 of the "DoD Property in the Qustody of
Contractors” (DD Form 1662) are accurate and conpl ete.

(iv) excess material is accurately declared; records of scrap and sal vage are
accurate, records of end itens accurately reflected incorporation of GGM and
transfers between contracts are based on proper authorities fromgai ning and | osing
contracting officers.

(2) DD Form 1662s are statistically sanpled and conpared to contractor records.
The ot will be the nunber of contracts containing GFM held by the contractor. The
sanpl e sel ection technique and size will be in accordance with the DoD Property
Manual DCOD 4161.2M The statistical sanpling of the contractor prepared DD Form
s1662 and verification of those reports will be acconplished upon receipt of the
reports and before certification by the Property Adninistrator.

(3) Property admnistrators shall verify that the contractors have accurately
reported the value of GFMin their possession based on the approved contractor G-M
control and record keeping systens and that the value of GFMreported on Line 17,
colum e, "Balance End of Period" reflects the acquisition cost of all GFMin the
war ehouse and in production on 30 Septenber of the reporting year.

(4) The Property Admnistrator certifies on the DD Form 1662 that the data
reported on line 17 (GFM accurately reflects the value of G-Munder the contractor's
control in accordance with the FAR' DFARS. This allows the DD Form 1662 to be a valid
source docurent for the Navy's accounting system |If the Government's System Survey,
as augnented by these procedures disclosed significant deficiencies in the
contractor's GFM control systemor Property Adm nistrator is aware of inaccuracies on
line 17 resulting fromother than G-M control systemdeficiencies, the Property
Admnistrator will footnote his/her signature and append or include a brief statenent
as to why an unqualified certification cannot be rendered.

(5 NAVIRSA edits and enters DD Forns 1662 received from Navy Property
Admnistrators into the Defense Contract Property Managenent System

(6) The consolidated DD Form 1662 is received by NAVIRSA and forwarded to Navy
Accounting and Finance Center for input into the Navy accounting system

(7) The total value of G-Min the custody of Navy contractors is submtted to
the Departrent of the Treasury on the Navy's Report on Fi nancial Position (TFS 220).

(8) Unit pricing.

(i) Wien the shipping docunents identify unit prices, the contractor shoul d
record those prices as follows:

(A) Actual dollar value included on the shipping docunent;

(B) Dollar value followed by an "E' if shipment indicates that the unit
price has been esti nated,

(© For Schedule A, or Covernnent Furnished Material List line itens, the
total dollar value of the line itemupon receipt of the total itemin a single
shipnment. |If the line is shipped in nultiple shipnents, the contractor may total the
price of each conmponent received or record the total dollar value of the item when
the major itemis received;

(D "PP" if shipping docunment indicates itemwas previously priced on an
earlier partial shipment of the item

(ii) Wen the shipping docunents do not contain unit price information, it is
the contractor's responsibility to take action to obtain the mssing prices. Sone
contractors request assistance fromthe CAO Wien this occurs, the followi ng actions
shoul d be taken by the CAO in order of preference:

(A) For shiprments fromthe DoD supply System

(a) UWUse one of the several automated data files which contain price infornation.
Sorre of these contain both part nunber and NSN cross referencing and prices.
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(b) Use records of prior shipnents if received within the |ast 18 nonths.

(c) Wse the Quarterly G-M Status Report from ASO or SPCC

(d) Call the CAO of the contract shipper or the Material Ofice of the Government
activity for itens shipped under DD Form 1149 docunent ati on.

(e) Contact the nmanufacturer of the item

(B) For shiprments fromother contractors:

(a) Shipments under DD Form 250 are required to contain unit prices in accordance
wi th DFARS Appendi x |. Request conpliance with this requiremnent.

(b) Use records of prior shipnents if received within the |ast 18 nonths.

(c) Request the HCA to provide unit prices.

(d) Call the CAO of the contractor fromwhich the naterial was shi pped.

SUBPART 5245.3--PROVIDING GOVERNMENT PROPERTY TO
CONTRACTORS

5245.302-1 Policy.

(a)(4)(A) The requirement for a determ nation and findings (D&) applies to new
facilities or existing facilities, and to extending the authorized period of use.
The D&F requirenent does not apply to contracts awarded under the A-76 Comrerci al
Activities Program (see DoD Instruction 4100.33). The D& must be nade by both a
contracting official at |east one | evel above the contracting officer and the program
manager. These two officials are the agency head' s designees for issuing the D&F.

(a) (4) (iv) The D& will be included in the business clearance prior to contract
award or in the contract file when governnment facilities are authorized during
contract performance. The original of the D& shall be included in the contract file
and a copy shall be retained in a central office at the systens comrand | evel for
oversi ght review

5245.302-70 Securing approval for facilities projects.

(a) (1) (S90) APIA-PP and the Commrandant of the Marine Corps may approve facility
projects not exceeding $3 nillion at any one | ocation during one fiscal year. The
Chi ef of Naval Research, the Commanders, Naval Systens Commrands, and D rector,
Strategic Systens Program may approve facility projects (including research and
devel opnent) that do not exceed $2 mllion at any one | ocation during one fiscal
year .

5245.303 Providing material.
5245.303-1 Pol i cy.

(S-90) DoN inplenentation. Any decision to provide G-M shoul d be based on sound
rational e and be fully docunmented in the contract file. Any decision to provide
readily avail able commercial itens as GFMrequires detailed analysis and witten
justification supporting the decision and approved by the commander of the requiring
activity, or a designated representative as being in the best interest of the
Gover nnent .

(S91) Providing naterial to shipwork or ship equipnent contractors. (1) The
interest of the Government may require furnishing material to shipwork or ship
equi pnent contractors, the relatively | ow val ue of which renders inpracticable the
adm ni strative burden of nodifying the contract to provide for the additional
Covernnent -furni shed material (GM. Accordingly, where supply support of operating
forces will not be endangered, DoN supply activities will furnish such material, if
avai | abl e, from Government supply sources, to shipwork or ship equi pment contractors,
subject to the follow ng conditions:
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(i) Title to all material furnished shall remain in the CGovernnent;

(ii) The total dollar value of all the line itens, including any governnent
accessorial and admnistrative charges, on one "Prinme Contractor Request for
Gover nment - Fur ni shed Material", NAVSUP Form 1366, shall not exceed $5, 000;
requi renents shall not be split for the purpose of circunventing this dollar
[imtation;

(iii1) The material furnished shall be incorporated into the end product
acqui red under the contract, or consunmed in the performance of the contract. Any
material furnished and not so incorporated or consuned will be returned to the
Covernnent (at the contractor's expense) in the sane condition as received,
reasonabl e wear and tear excepted. An appropriate refund or adjustnment will be made
for any material so returned,

(iv) The contractor warrants that the naterial cannot be obtained from
comrercial sources in tinme to neet the delivery requirement, of the contract, or the
CAO deens furnishing the material from Government supply sources to be in the best
interest of the CGovernnent; docunentation and approval shall be in accordance wth
5245.303-1 (S 90);

(v) The contractor agrees that the responsibility for delay remains with
the contractor when the Government cannot supply acceptable material, supply the
material on time, and/or if the material is found to be unacceptable after receipt;

(vi) The contractor agrees to pay to the Government either the standard
price of the material as published in the Managenent List Navy (M.N), plus
accessorial and admnistrative charges (shipment to be made on Comrercial Col | ect
Bill of Lading); or the price at which the naterial would be available to the
contractor, f.o.b. destination, if obtained fromcommrercial sources, whichever is the
greater; and

(vii) Material will be furnished to the contractor subject to the Uniform
Materi el Movenment and Issue Priority System (UMW PS) controls for issue of nateri al
as though it were furni shed under a Governnment requisition to a DoN supply activity.
The UW PS priority designator will be assigned to each request.

(2) This supplement and NAVSUP Manual, Vol ume |1, paragraph 25495.2, govern the
contractors' requests for nateri al

(3) requests shall be submtted to the Naval supply activity via the CAO or
managenent control activity.

(4) Material shall not be requisitioned for a contractor by the CAOif the
contractor has been turned down on a request nmade in accordance with the above
procedures for identical material. |In such cases, the matter shall be referred to
the project or acquisition nmanager for resol ution

5245. 303-2 Procedures.

(S 90) Inplementation of the DoD managenment control activity systemrequires
requisitions to the DoD Supply Systemfrom GFMto conformw th the Approved MLSTR P
Change Letter 1 A(AMCL 1 A). Al G-Mrequisitions originated by a contractor, or to
be shipped to a contractor's address code nust be validated by a managenent contro
activity (MCA) before being forwarded to the source of supply. GContracts awarded on
or after 1 Cctober 1990 will:

(1) identify the managenent control activity;

(2) stipulate that all requisitions for GFMfromthe supply systemwhich are
requi sitioned by a contractor, or are to be shipped to a contractor mnust be submtted
to the MCA rather than to the source of supply; and

(3) identify authorized G-M by quantity and Nati onal Stock Nunber (NSN) where
the contractor has authority to requisition G-Mthrough the MCA

(S 91) Al requisitions, regardl ess of contract date, will identify the contract
nunber as required in existing MLSTR P procedures.

(S92) Additional guidance for managenment control activities is in SECNAVI NST
4440. 32A dated 27 Sep 1991
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5245.306 Providing special tooling.
5245. 306-90 Acquiring special tooling.
(a) Determnation of appropriate classification

(1) Wen the contractor provides the initial or final listing of property
fabricated or acquired as special tooling (ST), the contracting officer will, before
agreeing to the classification and approving for paynent, the property as ST, obtain
a witten determnation froma technical evaluator that the property is properly
classified. The technical evaluator nust be a person technically qualified to
understand the criteria for classification of the property and its conposition and
use. This determnation will be coordinated with the property adm nistrator

(2) During the technical review of cost proposals, the technical evaluator will
al so determ ne whet her any general purpose plant equipmnent is being proposed for
acquisition as ST. |f general purpose plant equipnent is inproperly fabricated or
acquired as ST, such equi pnent should be reclassified as facilities, direct cost
shoul d be disallowed, and any inappropriate profit should be recouped. The witten
determ nation by the CGovernnent technical evaluator will be included in the contract
file.

5245.307 Providing special test equipment.
5245.307-2 Acquiring special test equipnent.

(b) Notice and approval. Wen the contracting officer receives notice of the
contractor's intent to acquire or fabricate special test equipnent (STE), the
contracting officer will, before approving contractor acquisition or fabrication of
the equi prent as STE, obtain a witten determnation that the property is properly
classified in accordance w th paragraph 5254. 306-90(a) (1) above.

(S-90) Wen reviews of cost proposals determ ne inproper classification of STE,
action shall be taken in accordance w th paragraph 5245. 306-90(a) (2) above.

5245.310 Providing agency-peculiar property.

(c) See NAVCOWPT Manual (Vol une 3) and NAVSUP Manual (Volune 2) for procedures for
provi di ng accounting data in contracts invol ving DoN stores account material in
contractors' plant.

5245.390 Providing Government Property by transfer.
(a) Transfer of CGovernment Property between Contracts.

(1) Policy. Covernnent property shall not be transferred between contracts
unl ess approval for retention is obtained, adequate consideration is received and
proper identification is maintained.

(2) Contracts may not authorize the transfer of property fromone contract to
anot her without specific identification of the type, quantity and acquisition cost of
the property which is authorized for transfer to the current contract.

(3) Copies of the contract nodification will be distributed i n accordance with
FAR Subpart 4. 2.

(4) Appropriate contract type. 1In conjunction with the review of governnent
property to be transferred between contracts, the property adm nistrator and the ACO
shoul d assure all such property has been provided by the government or acquired by
the contractor under an appropriate contract type, i.e., facilities normally should
be provided or acquired under a facilities contract (see FAR 45.302-2 and 45. 302-3).
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If it is determned that facilities were provided to or acquired by the contractor

i mproperly under other than a facilities contract, the ACO shall notify the cogni zant
contracting officer and request a facilities contract, or a contract nodification
incorporating the property into an existing facilities contract. Wen warranted, the
ACO shall initiate action to recoup any inappropriate fees or profits which were paid
as a result of the inproper acquisition or provision of facilities under a service or
supply contract.

SUBPART 5245.4--CONTRACTOR
USE AND RENTAL OF GOVERNMENT PROPERTY

5245.403 (DFARS 245.403) Rental--Use and Charge clause.

(a) The CCOis the agency head' s designee for making the required deternination.

5245.405 (DFARS 245.405) Contracts with foreign governments or international
organizations.

(d) Submt requests to the Director, Defense Security Assistance Agency (DSAA) via
APl A- PP.

SUBPART 5245.5--MANAGEMENT OF GOVERNMENT PROPERTY
IN THE POSSESSION OF CONTRACTORS

5245.505 Records and reports of Government property.
5245.505-14 Reports of Government property.

(S 90) Property Administrators will forward all DD Fornms 1662 reporting Government
property to the Naval Industrial Resources Support Activity (NAVIRSA), Bl dg. 75-2,
Rm 209, MNaval Base, Phil adel phia, PA 19112-5078, not |ater than 15 Novenber each
year for input into the DoD Contract Property Managenment System

(S91) The DD Forns 1662, Line 17, colum e, "Balance End of Period" should reflect
the acquisition cost of all GMin the warehouse and in producti on on 30 Septenber of
the reporting year.

5245.508 Physical inventories.

5245.508-1 Inventories upon termnation or conpletion.
(S 90) (1) Physical Inventories.

(i) Under DoN contracts, the property adm nistrator nay not waive the
requi renent for a physical inventory upon contract conpletion except to the extent
provi ded i n subparagraph (ii) bel ow

(ii) Wen it is anticipated that governnent property will be required for use on
foll owon or other related contracts under maj or ongoi ng DoN prograns, the property
adm ni strator may authorize the contractor to use a recent physical inventory, i.e.,
one conducted within the previous 12 nonths, or a sanpling-type inventory to neet the
physi cal inventory requirenent provided that:

(A) The contractor has conducted previous physical inventories in accordance
with the type and frequency approved by the property adnministrator; and
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(B) The contractor's inventory plan provides for use of valid sanpling
t echni ques; and
(© Experience has established the adequacy of the contractor's property
i nventory and accounting controls; and
(D) The degree of discrepancies disclosed during previous physica
i nventori es does not exceed the risk the government is willing to accept, i.e., 10
percent (or a 90 percent confidence |evel).

(2) Inventory List.

(i) The automatic transfer by the contractor of record bal ances of governnent
property to followon or other related contracts in lieu of preparing an inventory
l'ist upon contract conpletion is prohibited.

(ii) At least 60 days prior to contract conpletion (i.e., the date when al
itens are schedul ed for delivery to the government), the contractor shall submt the
following to the property adm nistrator

(A Alisting of all governnent property required to support contractual
foll owon requirenments or other known requirenents, including spares and nobilization

readi ness requirements. This listing shall identify the category, quantity, and
acqui sition cost of such property, i.e., IPE, OPE, ST, STE, mlitary property, and
nmat eri al

(B) Justification for retention of any Government property not currently in
use (see FAR 45.102).

(iii) Upon receipt of the required contract subm ssion, the property
adm ni strator shall:

(A) Review and verify the contractor's stated governnent property
requirenents with the assistance, as required, fromother technical specialists.

(B) Forward a copy of the contractor's followon or other related contract
requirenents list and retention justification statenent, together with appropriate
findi ngs and recomrendati on, to the cogni zant contracting officer.

(3) Final decisions. Final decisions with respect to transfer of governnent
property to followon or other contracts shall be made by the cognizant contracting
officer within 90 days after the receipt of the contractor's list and justification
statenment. If transfer approval or other disposition instructions are not received
by the property adninistrator at the end of 90 days, the property admnistrator wll
i ssue fol |l owup correspondence which states, "Your failure to respond w thin 30 days
of the date of this followon inquiry will be interpreted to nean the government
property in question should be di sposed of in accordance w th FAR DFARS/ NAPS
45. 603/ 245. 603. "

SUBPART 5245.6--REPORTING, REDISTRIBUTION,
AND DISPOSAL OF CONTRACTOR INVENTORY

5245.603 Disposal methods.

The priorities identified at FAR 45.603 are applicable only to contractor-acquired
material. These priorities have no applicability to special tooling, special test
equi pnent, facilities, or mlitary property.
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5245.606 Inventory schedules.
5245. 606-3 Accept ance.

(a) DD Form 1640, Request for Plant O earance, shall be used to initiate referra
actions, applicable to subcontractors outside the assigned area of the CAO cogni zant
of the prime contractor. The follow ng information shall be included in the remarks
section of the form

(1) Wen a Mlitary Departnment, other than the acquiring Departnent which funded
the contract, generated the inventory, provide the follow ng type information

(i) Available information on non-standard cl auses or other unusual contract
features concerning contractor/or subcontractor disposal obligation; and

(ii) Desired disposition to be nade of proceeds of sale if nontermnation
inventory is invol ved.

(b) The plant clearance officer initiating the referral action shall insure that
i nventory schedul es are conplete and accurate. Al available information pertinent
to the inventory shall be forwarded to the plant clearance officer receiving the
referral action

5245.608 Screening of contractor inventory.
5245.608-1 Ceneral

(S 90) To acconplish the screening requirements within the prescribed tine
periods, the followi ng procedures shall be enpl oyed:

(1) Upon receipt of inventory schedules in acceptable form the plant clearance
office shall effect the follow ng distribution

(i) Ciginal to the requiring activity.

(ii) To each DoN inventory manager who nmay have an interest in the property
either in whole or for any of its major subassenblies. (DoN inventory nanagers are
listed i n NAVSUP Manual , Volune 2, Chapter 1.)

(iii) To the contracting activity if different than (i) or (ii) above.

(iv) To technical Commands, O fices, Bureaus and Naval activities, other than
i nventory managers, considered to have potential requirenents for the property.

(2) Retention and redistribution requirenents of the owni ng Conmands, Ofices
and Bureaus (requiring activities), inventory managers, contracting activities and
ot her Naval activities shall be furnished directly to the reporting office during
this period. In the event of dual DoN requirenents for any inventory itens, the
order of preference shall be in the sequence indicated above. Shipnents shall beheld
i n abeyance during the 30-day DoN-w de screening period to the extent necessary to
ensure conpliance with the foregoing priority sequence.

(S 91) Arny, DoN Defense Logistics Agency, National Aeronautics and Space
Adm ni stration inventory control points, contracting offices or regions are listed in
the Defense Contract Managenent Command, Contract Property D sposition Manual (DCMD)
8130. 1.

5245.608-5 Special itens screening.

(a) Special test equipnment with standard conmponents. Notw thstandi ng the
provi sion of FAR 45.608-5(a), the final approval for contractor retention of standard
conmponent s of special test equipment (STE) or for the transfer of industrial plant
equi pnent itens, which are conponents of STE, shall be nmade by the contracting
officer inlieu of the ACO
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(S-90) Special tooling. Special tooling, to which the Governnent has the right to
acquire title (FAR 52.245-17), shall be screened with the contracting activity by
letter, rather than Standard Form 120, Report of Excess Personal Property. Wthin 90
days after receipt of a listing of special tooling acquired or manufactured by the
contractor, unless a later date is agreed to by the parties, the PCO shall provide a
decision to the contractor commensurate with the choices enunerated in paragraph (i),
Di sposition instructions, of the clause at FAR 52.245-17, Special Tool i ng.

5245. 608-7 Rei nbursement of costs for transfer of contractor inventory.

(S-90) Were a contract does not require the contractor to provide packing,
crating and handling (PC&H services for excess Government property, or where such
PC&H services will result in any cost for which the contractor will not otherw se be
conpensat ed, the CAO shall obtain PC&H services fromthe contractor in possession by
contract nodification if the contract provides for such a nodification. Qherw se,
such PC&8H services shall be acquired fromthe contractor in possession or other
contractor as foll ows:

(1) |If the estimated price is $25,000 or |less, the ACO shall contract for
services in accordance with FAR Part 13; or

(2) If the estimated price of such services is in excess of $25,000, the ACO
shal | request the nearest DoN field contracting office to execute the contract. For
Marine Corps contracts, the cognizant contracting officer shall be required to
execute the contract.

5245.612 Removal and storage.
5245.612-3 Special storage at the Government's expense.

(a) Prior to authorizing retention of itens in storage the contracting officer
shall ensure that a retention plan has been developed. Retention plans wll include
the justification for storage, a detailed description of the property to be stored,
storage costs, location, planned period of storage, and source of funds for storage.

(S-90) The use of "no-costs" or no direct cost storage agreenents is prohibited.

SUBPART 5245.70 (DFARS 245.70)
APPOINTMENT OF PROPERTY ADMINISTRATORS AND PLANT
CLEARANCE OFFICERS

5245.7001 (DFARS 245.7001) Selection, appointment and termination.

5245.7001-4 (DFARS 245.7001-4) Duties and responsibilities of plant clearance
officer. Each DoN CAQ as defined in the DoD Drectory of Contract Adm nistration
Servi ces Conmponents (DoD 4105.59-H), shall appoint a plant clearance officer in
witing. A copy of the witten appointment shall be furnished to the Headquarters
Command of the CAQ



SUBPART 5245.73 (DFARS 245.73) SALE OF
SURPLUS CONTRACTOR INVENTORY

5245.7302 (DFARS 245.7302) Competitive Sales.
5245.7302-5 (DFARS 245.7302-5) Miiling lists.

(S-90) Sales invitations shall be furnished to the supplier, the producer of each
item being sold, and the:

(1) Contractor or subcontractor;

(2) Accountable contractor, if other than (2) above;
(3) Reporting activity; and

(4) Headquarters Command of the CAQ
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PART 5246
QUALITY ASSURANCE

SUBPART 5246.7--WARRANTIES

5246.702 (DFARS 246.702) General.

(f) Program managers and project officers shall use the data coll ected under
5242.302-90(c)(5) to accumul ate and track data pertaining to
syst ens/ equi pnent s/ suppl i es/ servi ces under their cogni zance which are subject to
warranty.

5246.703 Criteria for use of warranties.

(c) Admnistration and enforcenent. The types and contents of reports to be
provi ded by the contractor regarding adm nistrati on of DoN warranties, including
Security Assistance Prograns, shall be specified in the contract in sufficient detai
to enabl e assessnent of the effectiveness of the warranty for the specific itemor
system and the effectiveness of the DoN s overall warranty program As a m ni mum
the data contained in 5242.302-90(c)(5) shall be specified in the contract.

5246.706 Warranty terms and conditions.

(b)(3) Duration of the warranty. Consideration nust be given to the operationa
characteristics of the itemor systemand the tine likely to el apse between
Cover nnent acceptance and actual use. The duration nmust be sufficient to cover the
defects and failure that are likely to occur in service use.

(b)(5) Markings. Warranted itens shall be marked with the National Stock Number
(NSN) or manufacturer's part nunber, a serial nunber or other itemidentifier (if the
warranty applies to uniquely identified itens), the contract nunber, an indication
that a warranty applies, the manufacturer or entity (if other than the contractor)
providing the warranty, the date or tinme the warranty expires, and an indication of
whet her or not attenpted on-site repair by DoN personnel will void the warranty.

5246.710 Contract clauses.

Program nanagers, project officers and contracting officers are encouraged to
contact the Product Perfornmance Agreenent Center, Wight-Patterson AFB, CH for
assi stance in devel opi ng and anal yzi ng potential warranty cl auses and cost-benefit
anal ysis nodels. Acceptable turnaround time(s) for warranty corrective actions taken
by the contractor should be specified in the clause, and consideration should be
given to using |iquidated damages or charging the contractor for product replacenent
costs when specified turnaround tinmes are not net.

5346.770 (DFARS 246.770) Warranties in weapon system acquisitions.
5246.770-2 Policy.

(S90) Any itens excluded fromwarranty coverage shall be specifi ed.
5246.770-7 Cost-benefit anal ysis.

Cost benefit anal yses shall be included in Section VII1 of the business clearance
menor andum i n accordance with 5201. 690- 9.



5246.770-8 Wi ver and notification procedures.

(c) Requests for waiver shall be subnmtted to APl A-PP.

5246.790 Delegation of warranty administration.

Contracting officers shall delegate to SUPSH P activities the function of warranty
adnministration in accordance with 5242.302-90(c) (5). Contracting officers shall
include in letters of delegation to non-DoN contract admnistration activities
warranty administration functions sinilar to those delegated to DoN activities.

SUBPART 5246.8--CONTRACTOR
LIABILITY FOR LOSS OF OR DAMAGE TO PROPERTY OF
THE GOVERNMENT

5246.805 Contract clauses.

(S-90) Wthin the lints set forth at 5231. 205- 26, NAVSEASYSCOM has an approved
deviation to use a nodified version of FAR 52.246-24, Limtation of Liabilities -
H gh Val ue Itens.
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PART 5247
TRANSPORTATION

SUBPART 5247.1--GENERAL

5247.105 (DFARS 247.105) Transportation assistance.

(a) (ii) Transportation managenent specialists will address requests for freight
rates, port handling charges and related costs to the sources indicated in
subpar agraphs (A), (B) and (C) below The term"port handling charges" includes
accessorial service charges such as wharfage, heavy lift, handling and upl oadi ng.

(A) For all nodes of transportation within CONUS and for ships from CONUS
to overseas address the cognizant Mlitary Traffic Managenent Commrand (MIMC) Area
Comrander in Chapter 2 of the Defense Traffic Managenent Regul ation ( NAVSUPI NST
4600. 70, MO P4600. 14B)

(B) For air transportation from CONUS to overseas address the Mlitary
Airlift Command (CCDE TRKS)

(© For all nodes of transportation originating overseas address the
overseas Theater Commander exerci sing assigned common user military operated | and
transportation responsibility. This service is provided by the Arny except as may be
ot herwi se directed by the Theater Commander (Joint Service Instructi on CPNAVI NST
4640. 3.

(S90) Consignment data in contracts shall be in accordance wi th the consignment
instructions in the Termnal Facilities Quide, United States Navy, Marine Corps, and
Coast Quard (NAVSUP Pub. 445, MOO P4600. 9A).

5247.190 Transportation for classified contracts.

(a) Contracts classified as confidential or higher shall be purchased on an f.o.b.
origin basis when the size, bulk or quantity to be transported will require the
enpl oynent of commercial transportati on services. Under such circunstances these
contracts shall provide for transportation at Government expense (nornally on U S
Covernnent bills of lading). Routing instructions, when required, will be obtained
fromthe appropriate mlitary sources (see Far 47.105(b)). These are the only
sources permitted to authorize comercial transportation within the DoN. Exception
is made with respect to shipnments via those nedia which shipping officers (as defined
i n NAVSUP Manual Par. 51056) have been del egated authority to route. Representatives
may obtain assistance and advice relative to the particular node of transportation to
be enpl oyed fromthe appropriate mlitary traffic managenent sources. See also DoD
I nformati on Security Program Regul ati on (DoD 5200.1-R) and Departnent of the Navy
Suppl enent (CPNAVI NST 5510. 1H dated 29 April 1988).

5247.191 Transportation mode.

(a) The Contract as awarded. Contracts and purchase orders nornally shall not
specify a particular method of transportation or a particular carrier for the

delivery of contract itens. |If the contracting officer considers it necessary for
the DoN to control the nethod of transportation (e.g., so as to expedite the novenent
of contract itens or otherwise to fulfill special DoN requirenents), the contract

shal |l generally be nmade on the basis of delivery f.o.b. origin, and this is a valid
reason for departing fromthe policy of FAR 47.101(b) (1). However, when specia
types of transportation equipment or limted facilities for the delivery and receipt
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of material at destination permt the use of only one node of transportation, such
special delivery requirenents may be included in f.o.b. destination purchase
docunents without prior referral to appropriate MIMC Area Conmand

(b) Contract nodification of f.o.b. destination to f.o.b. origin. Wiere it
beconmes necessary to control the method of transportation under an f.o.b destination
contract, and nunerous changes are likely to be nade, tinme permtting, the
contracting officer shall issue a contract modification changing the place of
delivery to f.o.b. origin and shall make an appropriate downward adjustnent in the
contract price.

(c) Modification of f.o.b. destination contracts to specify transportation
method. Odinarily changes in destination or advancenent of delivery date under
f.o.b. destination contracts shall be made by contract nodifications which set forth
the new destination or delivery date and adjust the contract price as necessary. |If
it is also necessary to specify a particular nmethod of transportation, it is
i mperative that contracting officers consult the appropriate MIMC of fi ce and NAVSUP
Manual , Vol. V. The nethod of delivery should be stated in the nodification.

(d) D spatch and oral instructions to contractors. If a shipnent is extrenely
urgent and time does not permt prior nodification of the contract to include the new
destination or delivery date and method of delivery, the contracting officer (or the
cogni zant field) contract admnistrator, as directed or authorized by the contracting
officer) may issue dispatch shipping instructions to the contractor to effect tinely
delivery of contract itens. |If tinme does not permt dispatch instructions, ora
instructions may be given, but they shall be imrediately confirned in witing. As
soon as possible, dispatch and oral instructions shall be incorporated in a contract
nodi fication prepared in accordance with paragraph (c) above. btain advice of
mlitary traffic management officers before issuing dispatch or oral shipping
instructions to ensure the nost expeditious and econom cal method of transportation
Contracting officers should not specify nethods of shipnments without such prior
consultants with MIMC office. The basic policy and the authority in the election of
the nethod of transportation are stated in NAVSUP Manual, Vol. V.

(e) Late deliveries. Al actions taken under this section shall be consistent
with FAR Subpart 49.4, Termnation for Default and FAR Subpart 42.11, Production
Surveill ance and Reporting. Were it is evident that the contractor will be
del i nquent in making delivery, the Government does not pay for premumtransportation
used to neet delivery dates.



PART 5248
VALUE ENGINEERING

SUBPART 5248.1--POLICIES AND PROCEDURES

5248.102 Policies.

(g) GContracting officer are authorized to nodify the "Val ue Engi neering" clause in
accordance with the prescriptive | anguage at FAR 52.248-1.




PART 5249
TERMINATION OF CONTRACTS

SUBPART 5249.5--CONTRACT
TERMINATION CLAUSES

5249501 General.

Forward requests for authority to use special purpose ternmination clauses to APl A-
PP. Requests shall include:

(a) justification of the need for a special purpose clauses; and
(b) a copy of the proposed clause and witten approval by the Ofice of the
General Counsel as to its formand legality.

5249.504 Termination of fixed-price contracts for default. (DAR COUNCIL
DEVIATION #90-949-02 - 4 DECEMBER 1991)

(a) (1) WMBC inits solicitations and contracts affecting the operati on and
m ssion of MSG controlled vessels, is authorized to deviate fromFAR 49.504 (a) (1)
to use a nodified version of FAR 52.249-8 and its Alternate |.
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PART 5250
EXTRAORDINARY CONTRACTUAL ACTIONS

SUBPART 5250.1--GENERAL

5250.104 (DFARS 250.104) Reports.

HCA's shall submt an annual report covering extraordi nary contractual actions by
15 January in accordance with DoD Instruction 4105.69. The annual report shall be
submtted to APl A-PP.

5250.105 (DFARS 250.105) Records.

(1) (iii) Ceneral. HCAs are the officials responsible for preparati on and
subm ssion of the required records. The records shall be forwarded to APl A-PP who
wi Il be responsible for maintaining the records.

SUBPART 5250.2--DELEGATION OF AND LIMITATIONS
ON EXERCISE OF AUTHORITY

5250.201 (DFARS 250.201) Delegation of authority.
5250. 201- 70 Del egat i ons.

(a) Authority to approve actions under FAR subparts 50.3 and 50.4, which obligate
$50, 000 or less, and to deny any request, is delegated to the HCA subject to the
[imtations in FAR 50.201 and 50.203. This authority may be further del egated to the
Deput y/ Assi stant Conmander for Contracts subject to the same lintations, except
approval of actions under FAR 50.4, obligating $50,000 or | ess may not be del egat ed.
Each exercise of this del egated authority shall have the prior approval of counsel

5250.202 Contract adjustment boards.

The Chai rperson, other nenbers and alternate nenbers shall be appointed by the
ASN(RD&A). Each case shall be considered by a Chair and not |ess than two or nore
than six other nenbers or alternate nmenbers, at |east one of whom shall be an
attorney enployed in the Ofice of the General Counsel.

SUBPART 5250.3--CONTRACT ADJUSTMENTS

5250.305 Processing cases.

(b) The contracting activity responsible for processing a contractor's request for
contractual adjustnent under a DoN contract shall be responsible for establishing
liaison and joint action with other Mlitary Departnents and ot her departnents and
agenci es of the Government, except that the Navy Contract Adjustment Board shall have
such responsibility after any such case is subnitted to it. The cogni zant
contracting activity shall be responsible for all other interdepartnenta
coordi nation except that a finding that a contractor is essential to the nationa
def ense for performance of DoN contracts or as a source of supply to the DoN rmay be
made only by the Navy Contract Adjustrment Board. Wiere a contracting activity
desires to recommend such a finding, its recomrendation shall be submtted to the



Board but containing only such of the listed data as may be sufficient for this
pur pose.

5250. 305-71 (DFARS 250.305-71) Processing cases to contract adjustnent boards.

(a) and (b) Five (5) copies of all required information shall be furnished to the
Navy Contract Adjustnent Board.

5250.306 (DFARS 250.306) Disposition.

5250. 306- 70 ( DFARS 250. 306-70) Record of disposition. Were a contractor's request
is denied, the contractor shall be furnished a letter explained the denial.

SUBPART 5250.4--RESIDUAL POWERS

5250.403 Special procedures for unusually hazardous or nuclear risks.

5250.403-2 Action on indemification requests.

(a) Requests for authorization to use the clause prescribed at FAR 50.403-3 shal |
be made to APIA-PP, with sufficient narrative justification for subm ssion to the
Secretary of the Navy.
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PART 5252
SOLICITATION PROVISIONS AND CONTRACT CLAUSES

SUBPART 5252.1--INSTRUCTIONS FOR USING
PROVISIONS AND CLAUSES

5252.101 Using part 52.

(b) MNunbering. (2) (ii) dause nunbers for provisions and clauses in this
suppl ement, as well as conponent cl auses, consist of 11 digits assigned as foll ows:

PCSI TION NUMBER EXPLANATI ON
1-2 52 I ndi cates Chapter 52 in Title 48 of the CFR

3-5 52.2 I ndi cat es correspondence with FAR Subpart
52.2, "Texts of Provision and d auses”

6-7 XX- I ndi cates part nunber in FAR or DFARS whi ch
cl ause inpl ements or suppl enents.

8-11 IXXX Sequences cl auses within part nunber and
indicates originating activity.

9000- 9099 NAPS ( QASN( RDSA))
9100- 9199 SEA
9200- 9299 SPA
9300- 9399 FAC
9400- 9499 SUP
9500- 9599 Al R
9600- 9649 | TAC
9650- 9699 MC
9700- 9749 ONR
9750- 9799 SSP
9800- 9999 MBC

SUBPART 5252.2-- TEXTS OF PROVISIONS AND CLAUSES

5252.200 Scope of subpart.

This subpart set forth the texts of all NAPS provision and clauses and for each
given a cross-reference to the location the NAPS that prescribes its use

5252.201-9000 CIVIL WORKS--DELEGATION TO NAVAL FACILITIES
ENGINEERING COMMAND

As prescribed in 5201.690-1(b) (6), insert the follow ng clause

O VIL WORKS- - DELEGATI ON TO NAVAL FAC LI TI ES ENG NEER NG
COMVAND ( APR 84)

(a) The Commander, Naval Facilities Engi neering Conmand, havi ng cogni zance of the
construction of all itens at privately operated establishments which would constitute
Public Wilities if constructed at a Shore Establishnent of the Navy (such itens
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bei ng hereinafter referred to as Gvil Wrks), is hereby designated as the authorized
representative of * with respect to any such Gvil Wrks called for
by this contract, said delegation including but not being limted to the performance
of the follow ng functions:

(1) Approving sel ection and conpensati on of an architect or engineer

(2) Approving the selection and fee of a general building contractor

(3) Consent to the placerment of any subcontract for Gvil works;

(4) Approving any plans or specifications;

(5) Approving of najor alternations or increased cost within the estinmated cost
set forth in this contract for Gvil Wrks;

(6) Inspection, supervision, admnistration of the terms of the subcontract and
accept ance of perfornmance;

(7) Monitoring conpliance with | abor standards requirements; and

(8) Odering or approving changes relating to the Gvil Wrks.

(b) The ** , acting for the Comrander
Naval Facilities Engineering Conmand, will have jurisdiction only over the G vi
Wr ks design, construction and installation, unless otherw se specifically provided
inthis contract or unless otherw se determ ned by nmutual agreenent between the
contracting office and the Naval Facilities Engi neering Comrand.

* jdentify activity
** jnsert nane and address of cogni zant NAVFACENGCOM Di vi si on

(End of d ause)

5252.215-9000 SUBMISSION OF COST OR PRICING DATA

As prescribed at 5215.407(S-90), insert the follow ng provision

SUBM SSI ON CF COST CR PRI O NG DATA
(Nov 1987)

(a) It is expected that this contract will be awarded based upon a determ nation
that there is adequate price conpetition; therefore, the offeror is not required to
submt or certify cost or pricing data (SF 1411) with its proposal

(b) If, after receipt of the proposals, the contracting officer determnes that
adequat e price conpetition does not exist in accordance with FAR 15.804-3, the
offeror shall provide certified cost or pricing data as requested by the contracting
of ficer.

(End of d ause)

Alternate | (Nov 1987). As prescribed at 5215.407(S 90), substitute the follow ng
par agr aph (b):

(b) If, after receipt of the proposals, the contracting officer determnes that
adequat e price conpetition does not exist, the offeror shall provide certified cost
or pricing data as requested by the contracting officer. The offeror shall provide
the requested data within *  calendar days fromthe date of the contracting
officer's request.

* Insert nunber of days.

(End of d ause)
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5252.243-9000 Notification of Applicability of 10 U.S.C. 2405.

As prescribed at 5243.105-94(a), insert the follow ng provision:
NOTI FI CATI ON OF APPLI CABILITY OF 10 U. S.C. 240 (NOv 1991)

The contract which will result froman award nade pursuant to this solicitation is
a shipbuilding contract, and, therefore, any claim request for equitable adjustnent,
or denmand for paynent submitted by the contractor seeking a price adjustnent under
this contract is subject to 10 U S.C. 2405.

(End of d ause)

5252.243-9001 Requirements for Adequate Supporting Data and Certification of Any
G aim Request for Equitable Adjustrment, or Demand for Paynent.

As prescribed at 5243.105-94(b), insert the following clause in full text:

REQU REMENTS FOR ADEQUATE SUPPORTI NG DATA

AND CERTI FI CATI ON OF ANY CLAIM REQUEST FCR

EQU TABLE ADJUSTMENT, OR DEMAND FOR PAYNMENT
(NOV 1991)

(a) This contract is subject to 10 U S.C. 2405; therefore, no price adjustnent
wi Il be made under this contract for an amount set forth in a claim request for
equi tabl e adjustnent, or denmand for paynent (or incurred due to the preparation
subm ssion, or adjudication of any such claim request, or demand) arising out of
events occurring nore than 18 nonths before the subm ssion of the claim request, or
denmand.

(b) Aclaim request for equitable adjustnment, or demand for payment is considered
to be submtted on the date the contractor's subm ssion is received by the
contracting officer acconpani ed by adequate supporting data for the claim request or
dermand, and the certification required by Section 6(c)(1) of the Contract D sputes
Act, if the claim request or demand is over $50, 000.

(c) Adequate supporting data includes data which is adequate to apprise the
contracting officer of the underlying facts and the theory upon which the contractor
relies in support of its entitlenent to a price adjustnent. Adequate supporting data
is that data which fulfills these purpose in accordance with the requirenments of the
Contract Disputes Act. A subm ssion containing the followi ng information will be
deermed to have been submtted with adequate supporting data:

(1) A narrative statement of the nature of the event(s), the tinme when the
event (s) occurred (including the factual basis supporting the contractor's
designation of the time the event(s) occurred), and the causal relationship between
the event(s) and the inpact on the cost of performance of the contract, including a
description of how the event(s) affected schedul ed performance;

(2) A description of the relevant effort the contractor was required to perform
in the absence of the event(s);

(3) A description of the relevant effort the contractor was actually required or
will be required to perform

(4) A description of conponents, equipnent, and other property involved;

(5) A cost breakdown of the additional effort by element in accordance with the
contractor's nornal procedures for pricing of changes;

(6) A description of all property which will no | onger be needed by the
contractor;

(7) A description of any del ay caused by the event(s);

(8) A description of any disruption caused by the event(s).

(d) Certification of the claim request for equitable adjustnent, or demand for
payment is required if the requested price adjustnment is over $50,000. The
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certification requirements are those set forth in the CDA and inpl ementi ng
regul ati ons.

(e) For the purpose of this clause, the follow ng terns have the meani ngs set
forth bel ow.

(1) "Aaint nmeans a witten demand or witten assertion by the contractor
seeking, as a matter of right, a price adjustnent under the contract. The theory
upon whi ch the contractor seeks the price adjustnment does not determ ne whether a
particular matter is a claim The termincludes a subm ssion asserting any theory
supporting a price adjustnent, including but not limted to constructive change,
breach of contract or mstake, which, if valid, would result in contractor
entitlenent to a price adjustnent. A voucher, invoice or other routine request for
payment that is not in dispute when subnitted is not a claim A clai mdoes not
i ncl ude a request for equitabl e adjustrment or dermand for paynent, as defined bel ow

(2) "Denmand for paynent” means a witten demand for payment, the granting of
which results in a price adjustment under the contract. A demand for paynent does
not include a routine request for payment in accordance with the payment terns of the
contract.

(3) "Events" neans the Covernnent action(s), Covernnent inaction(s), Covernnent
conduct, or occurrence(s) which give rise to the contractor's claim request for
equi tabl e adjustnent, or denmand for paynent. The termevents does not require the
i ncurrence of costs and/or performance of additional work resulting fromthe
action(s), inaction(s), conduct or occurrence(s) except where a contractor's
comrencenent of the correction of defective GFl/GFP constitutes the final occurrence
For the purpose of this subpart, the date of the final CGovernnent action, Government
i nacti on, Government conduct or occurrence is the date on which the 18 nonth period
conmences.

(4) "Knew or should have known" includes the totality of the conbined actual and
constructive know edge of all agents or enployees (including a subcontractor, its
agents and enpl oyees, where and to the extent a subcontractor is involved).

(5) "Price adjustnent” means an increase in the fixed price, target price,
ceiling price, or final price of a fixed price type contract, or an increase in the
fee structure of a cost reinbursenent type contract, or nonetary danages or other
payment resulting froma contractor claim request for equitabl e adjustment, or
dermand for payment. An adjustnent to the sharing ratio or to any other pricing
fornul a, procedure or provision, which has the effect of increasing the fixed price,
target price, ceiling price, final price, or fee of the contract, is a price
adjustnent. A schedul e adj ustment, whether requested as part of a subm ssion seeking
a price adjustnment or as the sole relief, or an adjustnment for any matter which,
pursuant to the terns o the contract is separate fromor not included in the fixed
price, target price, ceiling price or final price of a fixed price contract or the
fee structure of a cost reinbursement contract, is not a price adjustnent. The
bilateral definitization of a nmaxi mumprice nodification within the maxinumprice is
not a price adjustnent. A routine invoice or other request for paynment or
rei mbursenent in accordance with the terns of the contract, even if in dispute,
which, if paid, would not result in an increase in the price of the contract is not a
price adjustment. For the purpose of this subpart, relief granted pursuant to a
request for extraordinary contractual relief under Public Law 85-804 does not
constitute a price adjustnent.

(6) "Request for equitable adjustment” neans a witten request for a price
adj ust nent under the contract.

(End of d ause)



NAVY ACQUISITION PROCEDURES SUPPLEMENT PAGE 142

APPENDIX A (TO FAR)
ACQUISITION OF FEDERAL INFORMATION PROCESSING (FIP)
RESOURCES BY CONTRACTING

SUBPART 201-39.15--CONTRACTING BY NEGOTIATION

201-39.1502 Solicitation.

SECNAVI NST 5231.1 establishes DoN requirenents for selecting the solicitation
approach for Federal Information Processing (FIP) resources. Solicitations should
not be worded so as to preclude contractor subm ssion of alternative methods of
acqui sition since such an alternative nethod may be in the best interests of the DoN

NOTICE:

Pl ease conplete this formto provide notification of errors in the Navy
Acqui sition Procedures Suppl ement (NAPS) such as msspelled words, omtted naterial,
or error in format. Do not use this formto subnmt suggested changes to the NAPS.
Recomrended changes shoul d be submtted i n accordance with 5201.201-1(d) (i). This
formshoul d be nailed to:

Departnent of the Navy

Director, Procurenment Policy

Ofice of the Assistant Secretary
(Research, Devel opnent and Acqui sition)
Washi ngt on, DC 20350-1000

NAVY ACQU SI TI ON PROCEDURES SUPPLEMENT ( NAPS)
January 1992 Edition

Departnent of the Navy

Director, Procurenment Policy

Ofice of the Assistant Secretary
(Research, Devel opnent and Acqui sition)
Washi ngt on, DC 20350-1000

An error has been noted in the NAPS as foll ows:

NAPS Part, Subpart, or Section:

Page Nunber :

Nature of Error:




NOTI CE:

Pl ease conplete this formto provide notification of errors in the Navy
Acqui sition Procedures Suppl enent (NAPS) such as nmisspelled words, omtted naterial,
or errors in format. Do not use this to submt suggested changes to the NAPS.
Recommended changes shoul d be submtted in accordance with 5201.201-1(d) (i). This
formshould be mailed to:

Departnent of the Navy

Director, Procurenent Policy

Ofice of the Assistant Secretary
(Research, Devel opment and Acqui sition)
Washi ngt on, DC 20350- 1000

NAVY ACQU SI TI ON PROCEDURES SUPPLEMENT ( NAPS)
January 1992 Edition
Departnent of the Navy
Director, Procurenent Policy
Ofice of the Assistant Secretary
(Research, Devel opment and Acqui sition)
Washi ngton, DC 20350- 1000
An error has been noted in the NAPS as foll ows:

NAPS Part, Subpart, or Section:

Page Nunber:

Nature of Error:

NAVY ACQUI SI TI ON PROCEDURES SUPPLEMENT




	NAVY ACQUISITION PROCEDURES SUPPLEMENT (NAPS) JANUARY 1992 EDITION
	COVER LETTER
	FOREWORD
	SUMMARY OF SIGNIFICANT CHANGES
	PART 5201 FEDERAL ACQUISITION REGULATIONS SYSTEM
	SUBPART 5201.1--PURPOSE, AUTHORITY, ISSUANCE
	5201.101  Purpose.
	5201.102  Authority.
	5201.103  Applicability.
	5201.104  Issuance.

	SUBPART 5201.2--ADMINISTRATION
	5201.201  Maintenance of the FAR.

	SUBPART 5201.3--AGENCY ACQUISITION REGULATIONS
	5201.301  Policy.
	5201.303  (DFARS 201.303) Publication and codification.
	5201.304  (DFARS 201.304) Agency control and compliance procedures.

	SUBPART 5201.4--DEVIATIONS FROM THE FAR
	5201.402  (DFARS 201.402) Policy.
	5201.405  Deviations pertaining to treaties and executive agreements.

	SUBPART 5201.5--AGENCY AND PUBLIC PARTICIPATION
	5201.501  Solicitation of agency and public views.

	SUBPART 5201.6--CONTRACTING AUTHORITY AND RESPONSIBILITIES
	5201.601  General.
	5201.602  Contracting officers.
	5201.690  Requirements to be met before entering into contracts.
	5201.691  Tuition for civilian employee training.
	5201.692  Procurement Management Review.

	SUBPART 5201.7--DETERMINATIONS AND FINDINGS
	5201.707 Signatory authority.


	PART 5202 DEFINITIONS OF WORDS AND TERMS
	SUBPART 5202.1--DEFINITIONS
	5202.101  Definitions.


	PART 5203  IMPROPER BUSINESS PRACTICES AND PERSONAL CONFLICTS OF INTEREST
	SUBPART 5203.1--SAFEGUARDS
	5203.101  Standards of conduct.
	5203.104  Procurement integrity.

	SUBPART 5203.2--CONTRACTOR GRATUITIES TO GOVERNMENT PERSONNEL
	5203.203  (DFARS 203.203) Reporting suspected violations of the Gratuities clause.

	SUBPART 5203.5--OTHER IMPROPER BUSINESS PRACTICES
	5203.5-90 Fraud, waste and other improprieties.

	SUBPART 5203.6--CONTRACTS WITH GOVERNMENT EMPLOYEES OR ORGANIZATIONS OWNED OR CONTROLLED BY THEM
	5203.602  Exceptions.


	PART 5204 ADMINISTRATIVE MATTERS
	SUBPART 5204.2--CONTRACT DISTRIBUTION
	5204.201  Procedures.

	SUBPART 5204.6--CONTRACT REPORTING
	5204.600 (DFARS 204.600) Scope of subpart.

	SUBPART 5204.8--CONTRACT FILES
	5204.802 (DFARS 204.802) Contract files.

	SUBPART 5204.70--UNIFORM PROCUREMENT INSTRUMENT IDENTIFICATION NUMBERS
	5204.7003  Basic PII number.

	SUBPART 5204.90--HCA CONTRACTING WORKLOAD RECORDS
	5204.9000  Policy.


	PART 5205 PUBLICIZING CONTRACT ACTIONS
	SUBPART 5205.3--SYNOPSES OF CONTRACT AWARDS
	5205.303  (DFARS 205.303) Announcement of contract awards.

	SUBPART 5205.4--RELEASE OF INFORMATION
	5205.404  Release of long-range acquisition estimates.

	SUBPART 5205.5--PAID ADVERTISEMENTS
	5205.502  (DFARS 205.502)  Authority.


	PART 5206 COMPETITION REQUIREMENTS
	5206.003  Definitions.
	SUBPART 5206.2--FULL AND OPEN COMPETITION AFTER EXCLUSION OF SOURCES
	5206.202  (DFARS 5206.202)  Establishing or maintaining alternative sources.

	SUBPART 5206.3--OTHER THAN FULL AND OPEN COMPETITION
	5206.303  Justifications.
	5206.304  Approval of the justification.


	PART 5207 ACQUISITION PLANNING
	SUBPART 5207.1--ACQUISITION PLANS
	5207.103 (DFARS 207.103)  Agency-head responsibilities.
	5207.104  General procedures.


	PART 5208 REQUIRED SOURCES OF SUPPLIES AND SERVICES
	SUBPART 5208.8--ACQUISITION OF PRINTING AND RELATED SUPPLIES
	5208.801  Definitions.
	5208.802  Policy.

	SUBPART 5208.70 (DFARS 208.70) --COORDINATED ACQUISITIONS
	5208.7002  (DFARS 208.7002) Assignment authority.

	SUBPART 5208.90--SERVICES OF SHIPS AND CRAFT
	5208.9000  Services of ships and craft for other than transportation.
	5208.9001  Charter or Sublet of Government Owned Research Ships.

	SUBPART 5208.91--AUTOMOTIVE, CONSTRUCTION, AND MATERIALS HANDLING EQUIPMENT
	5208.9100  Scope.
	5208.9101  Definitions.
	5208.9102  Responsibilities.


	PART 5209 CONTRACTOR QUALIFICATIONS
	SUBPART 5209.1--RESPONSIBLE PROSPECTIVE CONTRACTORS
	5209.103  (DFARS 209.103) Policy.
	5209.104  Standards.
	5209.105  Procedures.

	SUBPART 5209.2--QUALIFICATIONS REQUIREMENTS
	5209.202  Policy.

	SUBPART 5209.4--DEBARMENT, SUSPENSION AND INELIGIBILITY
	5209.401  Applicability.
	5209.402  Policy.
	5209.404  Parties Excluded from Procurement Programs.
	5209.405  Effect of listing.
	5209.406  Debarment.
	5209.407  Suspension.

	SUBPART 5209.5--ORGANIZATIONAL AND CONSULTANT CONFLICTS OF INTEREST
	5209.503  Waiver.


	PART 5211 ACQUISITION AND DISTRIBUTION OF COMMERCIAL PRODUCTS
	SUBPART 5211.70 (DFARS 211.70)--CONTRACTING FOR COMMERCIAL ITEMS
	5211.7003  Applicability.


	PART 5213 SMALL PURCHASE AND OTHER SIMPLIFIED PURCHASE PROCEDURES
	SUBPART 5213.1--GENERAL
	5213.103  Policy.


	PART 5214 SEALED BIDDING
	SUBPART 5214.2--SOLICITATION OF BIDS
	5214.202  General rules for solicitation of bids.

	SUBPART 5214.4--OPENING OF BIDS AND AWARD OF CONTRACT
	5214.401  Receipt and safeguarding of bids.
	5214.406  Mistakes in bids.


	PART 5215 CONTRACTING BY NEGOTIATION
	SUBPART 5215.4--SOLICITATION AND RECEIPT OF PROPOSALS AND QUOTATIONS
	5215.407  Solicitation provisions.
	5215.411  Receipt of proposals and quotations.

	SUBPART 5215.6--SOURCE SELECTION
	5215.601  Definitions.
	5215.604  Responsibilities.
	5215.605  Evaluation factors.
	5215.608  Proposal evaluation.
	5215.610  Written or oral discussions.
	5215.611  (DFARS 215.611) Best and final offers.
	5215.612  Formal source selection.

	SUBPART 5215.8--PRICE NEGOTIATION
	5215.804  Cost or pricing data.
	5215.805  Proposal analysis.
	5215.806  Subcontract pricing considerations.
	5215.810  (DFARS 215.810) Should-cost analysis.
	5215.870  (DFARS 215.870)  Industrial modernization incentive program.
	5215.1003  Debriefing of unsuccessful offerors.


	PART 5216 TYPES OF CONTRACTS
	SUBPART 5216.3--COSTS REIMBURSEMENT CONTRACTS
	5216.306  Cost-plus-fixed fee contracts.

	SUBPART 5216.4--INCENTIVE CONTRACTS
	5216.403  Fixed-price incentive contracts.

	SUBPART 5216.6--TIME-AND-MATERIAL, LABOR-HOUR, AND LETTER CONTRACTS
	5216.603  Letter contracts.

	SUBPART 5216.7--AGREEMENTS
	5216.703  Basic ordering agreements.


	PART 5217 SPECIAL CONTRACTING METHODS
	SUBPART 5217.2--OPTIONS
	5217.202  Use of options.

	SUBPART 5217.74 (DFARS 5217.74) --UNDEFINITIZED CONTRACT ACTIONS
	5217.7403  Policy.
	5217.7404  Limitations.


	PART 5219 SMALL BUSINESS AND SMALL DISADVANTAGED BUSINESS-  BUSINESS CONCERNS
	SUBPART 5219.2--POLICIES
	5219.201  (DFARS 219.201)  General policy.

	SUBPART 5209.5--SET-ASIDES FOR SMALL BUSINESS
	5219.505  Rejecting Small Business Administration recommendations.

	SUBPART 5219.7--SUBCONTRACTING WITH SMALL BUSINESS AND SMALL DISADVANTAGED BUSINESS CONCERNS
	5219.704  Subcontracting plan requirements.
	5219.705  Responsibilities of the contracting officer under the subcontracting assistance program.
	5219.706  Responsibilities of the cognizant administrative contracting officer.

	SUBPART 5219.8--CONTRACTING WITH THE SMALL BUSINESS ADMINISTRATION (THE 8(a) PROGRAM)
	5219.803  Selecting acquisitions for the 8(a) Program.
	5219.804  Evaluation, offering, and acceptance.
	5219.810  SBA appeals.

	SUBPART 5219.70--EVALUATION PREFERENCE FOR SMALL DISADVANTAGED BUSINESS (SDB) CONCERNS
	5219.7001  Applicability.


	PART 5222 APPLICATION OF LABOR LAWS TO GOVERNMENT ACQUISITIONS
	SUBPART 5222.1--BASIC LABOR POLICIES
	5222.101  (DFARS 222.101)  Labor relations.
	5222.103  Overtime.

	SUBPART 5222.4--LABOR STANDARDS FOR CONTRACTS INVOLVING CONSTRUCTION
	5222.404  Davis-Bacon Act wage determinations.
	5222.406  Administration and enforcement.


	PART 5223 ENVIRONMENT, CONSERVATION, OCCUPATIONAL SAFETY AND DRUG-FREE WORKPLACE
	SUBPART 5223.1--POLLUTION CONTROL AND CLEAN AIR AND WATER
	5223.104  (DFARS 223.104)  Exemptions.

	SUBPART 5223.5--DRUG-FREE WORKPLACE
	5223.506  Suspension of payments, termination of contracts, and debarment and suspension actions.


	PART 5225 FOREIGN ACQUISITION
	SUBPART 5225.1--BUY AMERICAN ACT--SUPPLIES
	5225.102  (DFARS 225.102)  Policy.
	5225.108  (DFARS 225.108)  Excepted articles, materials, and supplies.

	SUBPART 5225.5--BUY AMERICAN ACT--CONSTRUCTION MATERIALS
	5225.202 (DFARS 225.202) Policy.

	SUBPART 5225.3--BALANCE OF PAYMENTS PROGRAM
	5225.304  Excess and near-excess foreign currencies.

	SUBPART 5225.4--PURCHASES UNDER THE TRADE AGREEMENTS ACT OF 1979
	5225.402  (DFARS 225.402) Policy.
	5225.403  (DFARS 225.403)  Exceptions.

	SUBPART 5225.7--RESTRICTIONS ON CERTAIN FOREIGN PURCHASES
	5225.703  (DFARS 225.703) Exceptions.

	SUBPART 5225.8--INTERNATIONAL AGREEMENTS AND COORDINATION
	5225.802  (DFARS 225.802)  Procedures.
	5225.871  (DFARS 225.871) North Atlantic Treaty Organization (NATO) cooperative projects.
	5225.890  International Logistics Program (ILP).

	SUBPART 5225.9--ADDITIONAL FOREIGN ACQUISITION CLAUSES
	5225.901  (DFARS 225.901)  Omission of examination of records clause.

	SUBPART 5225.70 (DFARS 225.70(--AUTHORIZATION ACTS APPROPRIATIONS ACTS AND OTHER STATUTORY RESTRICTI
	5225.7002  (DFARS 225.7002)  Restrictions on food, clothing, fabrics, and specialty metals.
	5225.7004  (DFARS 225.7004)  Restriction on machine tools and powered and non-powered valves.

	SUBPART 5225.73 (DFARS 225.73)--ACQUISITIONS FOR FOREIGN MILITARY SALES
	5225.7307  (DFARS 225.7307)  Implementation of offset arrangements negotiated pursuant to foreign mi


	PART 5227 PATENTS, DATA AND COPYRIGHTS
	SUBPART 5227.70 (DFARS 227.70)--INFRINGEMENT CLAIMS, LICENSES, AND ASSIGNMENTS
	5227.7013  (DFARS 227.7013)  Recordation.


	PART 5228 BONDS AND INSURANCE
	SUBPART 5228.1--BONDS
	5228.106  Administration.

	SUBPART 5228.3--INSURANCE
	5228.301  Policy.
	5228.303  Insurance against loss of or damage to Government property.
	5228.304  Risk-pooling arrangements.
	5228.307  Insurance under cost-reimbursement contracts.
	5228.308  Self-insurance.

	SUBPART 5228.90 INSURANCE UNDER LEASES
	5228.9000  General.
	5228.9002  Waiver.
	5228.9003  Lessee Requirements.
	5228.9004  Insurance Policies.
	5228.9005  Contracting officer requirements.


	PART 5229 TAXES
	SUBPART 5229.2--FEDERAL EXCISE TAXES
	5229.201  General.


	PART 5230 COST ACCOUNTING STANDARDS
	SUBPART 5230.2--CAS PROGRAM REQUIREMENTS
	5230.201  Contract requirements.
	5230.202  Disclosure requirements.


	PART 5231 CONTRACT COST PRINCIPLES AND PROCEDURES
	SUBPART 5231.1--APPLICABILITY
	5231.109  Advance agreements.
	5231.205-26  Material costs.


	PART 5232  CONTRACT FINANCING
	SUBPART 5232.4--ADVANCE PAYMENTS
	5232.402  General.

	SUBPART 5232.5--PROGRESS PAYMENTS BASED ON COSTS
	5232.501  General.
	5232.502  Preaward matters.

	SUBPART 5232.6--CONTRACT DEBTS
	5232.602  General.
	5232.690  DoN claims against a contractor.

	SUBPART 5232.7--CONTRACT FUNDING
	5232.790  Establishment of obligations.
	5232.791  Obligation of transportation cost in purchase documents.
	5232.792  Accounting and appropriation data.
	5232.793  Responsibility for accounting classification and payments data.

	SUBPART 5232.9--PROMPT PAYMENT
	5232.903  Policy.


	PART 5233 PROTESTS, DISPUTES, AND APPEALS
	SUBPART 5233.1 (DFARS 233.1)--PROTESTS
	5233.103  Protests to the Agency.
	5233.104  (DFARS 233.104) Protests to GAO.

	SUBPART 5233.2--DISPUTES AND APPEALS
	5233.201 Definitions.
	5233.203 Applicability.
	5233.204 (DFARS 233.204) Policy.
	5233.206 Initiation of a claim.
	5233.209  Suspected fraudulent claims.
	5233.211  Contracting officer's decision.

	SUBPART 5233.70 (DFARS 5233.70 --CERTIFICATION OF CLAIMS AND REQUESTS FOR ADJUSTMENT OR RELIEF
	5233.7000  (DFARS 233.7000) Policy.

	SUBPART 5233.90--PROCEDURES
	5233.9000  Documentation of significant contract events.
	5233.9001 Claims reporting, review, and approval requirements.
	5233.9002  Contractor appeals to the Armed Services Board of Contract Appeals (ASBCA).


	PART 5234 MAJOR SYSTEM ACQUISITION
	5234.004  Acquisition strategy.

	PART 5235 RESEARCH AND DEVELOPMENT CONTRACTING
	5235.006  (DFARS 235.006)  Contracting methods and contract type.
	5235.015  (DFARS 235.015)  Contracts for research with educational institutions and nonprofit organi
	5235.070  (DFARS 235.070)  Indemnification against unusually hazardous risks.

	PART 5236  (DFARS 236) CONSTRUCTION AND ARCHITECT-ENGINEER CONTRACTS
	SUBPART 5236.2  (DFARS 236.2) --SPECIAL ASPECTS OF CONTRACTING FOR CONSTRUCTION
	5236.270  (DFARS 236.270)  Expediting construction contracts.
	5236.271  (DFARS 236.271)  Cost-Plus-Fixed Fee Contracts.

	SUBPART 5236.6 (DFARS 236.6--ARCHITECT- ENGINEER SERVICES
	5236.601  (DFARS 236.601)  Policy.


	PART 5237 SERVICE CONTRACTING
	SUBPART 5237.1--SERVICE CONTRACTS--GENERAL
	5237.102  (DFARS 237.102)  Policy.
	5237.103  Contracting officer responsibility.

	SUBPART 5237.2--ADVISORY AND ASSISTANCE SERVICES
	5237.202  Policy.
	5237.203  (DFARS 237.203)  Types of advisory and assistance services.
	5237.270  (DFARS 237.270)  Master agreements.

	SUBPART 5237.90--CONTRACTOR GUARD SERVICES
	5237.9000  Contracting for contractor guard services.


	PART 5239  (DFARS 239) ACQUISITION OF INFORMATION RESOURCES
	5239.001  Policy.
	5239.002  (DFARS 239.002)  Delegations of procurement authority.

	PART 5241 ACQUISITION OF UTILITY SERVICES
	5241.004  (DFARS 241.004)  Acquiring utility services.

	PART 5242  CONTRACT ADMINISTRATION
	SUBPART 5242.1--INTERAGENCY CONTRACT ADMINISTRATION AND AUDIT SERVICES
	5242.101  Policy.
	5242.190  Relationships - DCAA and contracting/contract administration offices.
	5242.191  Audit resolution and disposition.
	5242.192  Commercial advertising by DoN contractors.

	SUBPART 5242.2--ASSIGNMENT OF CONTRACT ADMINISTRATION
	5242.205  Designation of the paying office.

	SUBPART 5242.3--CONTRACT ADMINISTRATION OFFICE FUNCTIONS
	5242.302  (DFARS 242.302) Contract administration functions.

	SUBPART 5242.6--CORPORATE ADMINISTRATIVE CONTRACTING OFFICER
	5242.602  Assignment and location.

	SUBPART 5242.10--NEGOTIATING ADVANCE AGREEMENTS FOR INDEPENDENT RESEARCH AND DEVELOPMENT/BID AND
	5242.1003  Designation of lead negotiation agency.
	5242.1008 (DFARS 242.1008) Administrative appeals.

	SUBPART 5242.14--TRAFFIC AND  TRANSPORTATION MANAGEMENT
	5242.1403  Shipping documents covering f.o.b. origin shipments.

	SUBPART 5242.71 (DFARS 242.71) VOLUNTARY REFUNDS
	5242.7101 (DFARS 242.7101)  Solicited refunds.


	PART 5243  CONTRACT MODIFICATIONS
	SUBPART 5243.1--GENERAL
	5243.102 Policy.
	5243-105  (DFARS 243.105) Availability of funds.

	SUBPART 5243.2--CHANGE ORDERS
	5243.201 General.
	5243.204 Administration.


	PART 5244 SUBCONTRACTING POLICIES AND PROCEDURES
	SUBPART 5244.3--CONTRACTORS' PURCHASING SYSTEMS REVIEWS
	5244.302  Requirements.


	PART 5245 GOVERNMENT PROPERTY
	SUBPART 5245.1--GENERAL
	5245.102  Policy.
	5245.104  Review and correction of contractor's property control systems.

	SUBPART 5245.3--PROVIDING GOVERNMENT PROPERTY TO CONTRACTORS
	5245.302-1  Policy.
	5245.302-70 Securing approval for facilities projects.
	5245.303  Providing material.
	5245.306  Providing special tooling.
	5245.307  Providing special test equipment.
	5245.310  Providing agency-peculiar property.
	5245.390  Providing Government Property by transfer.

	SUBPART 5245.4--CONTRACTOR USE AND RENTAL OF GOVERNMENT PROPERTY
	5245.403  (DFARS 245.403) Rental--Use and Charge clause.
	5245.405  (DFARS 245.405) Contracts with foreign governments or international organizations.

	SUBPART 5245.5--MANAGEMENT OF GOVERNMENT PROPERTY IN THE POSSESSION OF CONTRACTORS
	5245.505  Records and reports of Government property.
	5245.508  Physical inventories.

	SUBPART 5245.6--REPORTING, REDISTRIBUTION, AND DISPOSAL OF CONTRACTOR INVENTORY
	5245.603  Disposal methods.
	5245.606  Inventory schedules.
	5245.608  Screening of contractor inventory.
	5245.612  Removal and storage.

	SUBPART 5245.70 (DFARS 245.70) APPOINTMENT OF PROPERTY ADMINISTRATORS AND PLANT CLEARANCE OFFICERS
	5245.7001  (DFARS 245.7001) Selection, appointment and termination.

	SUBPART 5245.73 (DFARS 245.73) SALE OF SURPLUS CONTRACTOR INVENTORY
	5245.7302  (DFARS 245.7302)  Competitive Sales.


	PART 5246 QUALITY ASSURANCE
	SUBPART 5246.7--WARRANTIES
	5246.702  (DFARS 246.702) General.
	5246.703  Criteria for use of warranties.
	5246.706  Warranty terms and conditions.
	5246.710  Contract clauses.
	5346.770  (DFARS 246.770)  Warranties in weapon system acquisitions.
	5246.790  Delegation of warranty administration.

	SUBPART 5246.8--CONTRACTOR LIABILITY FOR LOSS OF OR DAMAGE TO PROPERTY OF THE GOVERNMENT
	5246.805  Contract clauses.


	PART 5247 TRANSPORTATION
	SUBPART 5247.1--GENERAL
	5247.105 (DFARS 247.105)  Transportation assistance.
	5247.190  Transportation for classified contracts.
	5247.191  Transportation mode.


	PART 5248  VALUE ENGINEERING
	SUBPART 5248.1--POLICIES AND PROCEDURES
	5248.102  Policies.


	PART 5249 TERMINATION OF CONTRACTS
	SUBPART 5249.5--CONTRACT TERMINATION CLAUSES
	5249.501  General.
	5249.504  Termination of fixed-price contracts for default.  (DAR COUNCIL DEVIATION #90-949-02 - 4 D


	PART 5250 EXTRAORDINARY CONTRACTUAL ACTIONS
	SUBPART 5250.1--GENERAL
	5250.104 (DFARS 250.104)  Reports.
	5250.105 (DFARS 250.105)  Records.

	SUBPART 5250.2--DELEGATION OF AND LIMITATIONS ON EXERCISE OF AUTHORITY
	5250.201  (DFARS 250.201)  Delegation of authority.
	5250.202  Contract adjustment boards.

	SUBPART 5250.3--CONTRACT ADJUSTMENTS
	5250.305  Processing cases.
	5250.306  (DFARS 250.306)  Disposition.

	SUBPART 5250.4--RESIDUAL POWERS
	5250.403  Special procedures for unusually hazardous or nuclear risks.


	PART 5252 SOLICITATION PROVISIONS AND CONTRACT CLAUSES
	SUBPART 5252.1--INSTRUCTIONS FOR USING PROVISIONS AND CLAUSES
	5252.101 Using part 52.

	SUBPART 5252.2-- TEXTS OF PROVISIONS AND CLAUSES
	5252.200  Scope of subpart.
	5252.201-9000 CIVIL WORKS--DELEGATION TO NAVAL FACILITIES ENGINEERING COMMAND
	5252.215-9000  SUBMISSION OF COST OR PRICING DATA
	5252.243-9000  Notification of Applicability of 10 U.S.C. 2405.


	APPENDIX A (TO FAR) ACQUISITION OF FEDERAL INFORMATION PROCESSING (FIP) RESOURCES BY CONTRACTING
	SUBPART 201-39.15--CONTRACTING BY NEGOTIATION
	201-39.1502  Solicitation.


	NOTICE:


